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FULL COMMITTEE HEARINGS ON H. R. 5728 TO AUTHORIZE THE 
DISPOSAL OF THE GOVERNMENT-OWNED SYNTHETIC RUBBER 
FACILITIES, AND FOR OTHER PURPOSES 


Houser or REPRESENTATIVES, 
ComMITTEE ON ARMED SERVICES, 
Washington, D. C., Tuesday, June 16, 1953. 

The committee met, pursuant to notice, at 10 a. m., Hon. Dewey 
Short (chairman of the committee) presiding. 

The CHarrMAN. The committee will please be in order. 

For the benefit of new members and to refresh the memories of old 
ones, the Chair would like to state that the older members of our com- 
mittee realize we came dangerously near losing World War II when, 
after the fall of Malaya and the sinking of our battleships, our supply 
of natural rubber was cut off. 

You recall that “Big Bill” Jeffers was brought down here from the 
Union Pacific, at Omaha, and he managed to bring order out of chaos, 
and during World War II we developed a $700 million synthetic 
rubber industry. 

the war ended, there was the danger of letting that go to 
es and deteriorate, just as we quickly demobilized. 

cL thmk our committee, with the help of Mr. Vinson and Senator 
Lyndos: Johnson, who was then a member of our committee, partic- 
ularly {uader the chairmanship of Congressman Shafer, of Michigan, 
rendered the country a great service and saved the taxpayers hundreds 
of millions of dollars, p ovat a rubber tire was perhaps the only 
article ‘you could buy as cheaply and a better article at the end of 

World War II than you paid for beforehand. 

So I feel that the committee, Congress, and the country owes a 
lasting debt of gratitude to the gentleman from Michigan, Mr. 
Shafer, who has worked so hard at that time, and who has worked on 
this knotty problem ever since. 

Now, he and his subcommittee have been working over a long period 
of time, with the able assistance of our counsel, Mr. Blandford. I 
think they know this subject from A to Z. After long, exhaustive, 
thorough, painstaking hearings, they have brought us a report this 
morning, in which I am sure all of us will be interested. I know we 
will want to listen to it attentively, jot down any questions that might 
pop into our minds, until the counsel has finished giving us the report, 
and then I trust that we can report the bill, get a rule at an early date, 
in order that we can dispose of this, perhaps the last major piece of 
legislation that would come before the committee at this session of 
the Congress. 

So, Mr. Blandford, if you are prepared there to give us the report, 
I am sure 
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Mr. Vinson. Mr. Chairman, before Mr. Blandford proceeds, do 
I understand the statement that is going to be submitted by the 
subcommittee will take up each section of the bill, section by section? 

The CuarrMANn. Yes. 

Mr. Suarer. Yes. 

Mr. Vinson. So we can thoroughly understand it. 

Mr. BLanpForp. Yes; that is correct. 

The CHarrMan. It is a complete analysis and I understand we 
have a clean, new bill. 

Mr. SHarer. That is right. 

The CuatrmMan. This morning. 

Mr. Suarer. That is right. 

The CuarrmMan. And I want to express my appreciation for your 
bringing in a clean bill, because it is much more easily understood, 
and it is easier to follow than to take the time to explain a lot of 
corrections and amendments that have been ordered. 

I understand the statement 

Mr. SHarer. Mr. Chairman. 

The CHatrMaNn. Yes. 

Mr. SuHarer. Mr. Blandford and I talked this over, and I shall 
make more or less the preliminary remarks regarding the bill, and 
then Mr. Blandford is prepared to take the bill section by section 
and explain it. 

After I finish with my preliminary remarks, I shall have to leave 
because of an urgent situation. 

The Cuatrman. I might say to the members of the committee, all 
of us are more than sorry to learn of the illness of Mrs. Shafer. Mr. 
Shafer is compelled to leave after he makes a brief statement. He 
knows without my telling him he has all of our sympathy and very 
best wishes. 

Mr. Durwam. Mr. Chairman, I might say also that as far as I 
know and as far as the committee has determined, all segments of 
the industry are in accord with this measure. 

The CuatrMan. That is right. 

Mr. Suarer. Thank you very much. 

The CuarrMan. Mr. Shafer, you make your preliminary state- 
ment, and we will excuse you, knowing the urgency under which 
you labor. 

came a Blandford can give us a detailed analysis, in explanation 
of the bill. 

Mr. Suarer. Mr. Chairman and members of the committee No. 1 
subcommittee, Mr. Blandford and I have come to the end of a long 
road. We have reached the point where we are now ready to recom- 
mend to the Congress legislation which will authorize the sale of the 
28 Government-owned synthetic rubber producing facilities. 

This legislation has been under study in one form or another 
siace 1948. And the disposal of our synthetic rubber facilities to 
private industry now enjoys the unique distinction of having been 
recommended by two separate administrations. 

You will recall that in 1948 the Committee on Armed Services 
wrote, and the Congress enacted into law, what became known as 
the Rubber Act of 1948. 

I think it might be well to review for just a moment the theory 
of that law and compare it with the present situation. In 1948 
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synthetic rubber was, in a manner of speaking, in its infancy. But 
it was a lusty infant with tremendous possibilities. Even then, 
however, there were many who felt that without continuing produc- 
tion of one type or another, synthetic rubber would fall by the wayside 
unless Congress compelled its usage. After days and days of hearings, 
we wrote the Rubber Act of 1948, which granted to the Government, 
specification, allocation, and inventory controls over synthetic and 
natural rubber. We gave the President the right to compel the con- 
sumption of not less than 222,000 tons of synthetic rubber a year. 

But the shortage of natural rubber and the demand for synthetic 
rubber continued, and at no time did the consumption of synthetic 
rubber in this country ever approach the minimum mandatory con- 
sumption figure. In fact, in 1950, before Korea, industry was con- 
suming approximately 450,000 tons of synthetic rubber annually and 
undoubtedly this is what prompted the then President of the United 
States to recommend the sale of these facilities to private industry 
at that time. 

And the Congress, in my opinion wisely, rejected the President’s 
proposed sale and extended the Rubber Act to 1952, continuing 
mandatory allocation, specification, and inventory controls. 

In 1952, the Congress again extended the Rubber Act of 1948. 
Its present expiration date is March 31, 1954. 

In the meantime, it is of interest to note what has happened to 
synthetic rubber. The demand for synthetic rubber has increased 
steadily, new uses have been found, new processes developed. We now 
have cold rubber and the oil-extended process which gives us 20 
percent more synthetic rubber than we were previously able to manu- 
facture in the Government-owned facilities. 

And I am confident that there are many developments ahead in 
the field of synthetic rubber which will not only increase the demand 
for its production and consumption but will improve its quality far 
beyond anything that we know of today. 

Our committee has seen these processes and we have seen some of 
the products to be put on the market in the event that the Govern- 
ment gets out of competition; and there is no question about it, we 
are just on the threshhold of a great synthetic-rubber business. 

The Rubber Act of 1948 required the President to submit a disposal 
program to the Congress on or before April 15, 1952. This the Presi- 
dent did. And I would like to read to you a part of the President’s 
message. 

I am sure most of you have read the message, but I just want to 
call your attention to just some of the pertinent statements, because 
it is quite a long message. But in this message, he then urges the 
sale to private industry, and in this he says: 

The Government-owned facilities must be consistent with three objectives. In 
the first place, the Government should realize the full fair value. Secondly, dis- 
posal should be effected in such a way as to insure to the consuming public and to 
large and small rubber factory categories the benefits of fair competition; and 
finally, to insure against the hazards of unforeseeable contingencies the facilities 
must be sold on such terms as will guaraniee their ready availability for the 


production of synthetic rubber in time of emergency. Di-posal pursuant to these 
criteria will best serve the public interest. 


(The text of the President’s message is as follows:) 


In accordance with section 9 (a) of the Rubber Act, the Reconstruction Finance 
Corporation on March 1, 1953, rendered a report to me and to the Congress con- 
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cerning plant disposal. Having considered that report, and after consultation 
with the National Security Resources Board, I recommend the prompt enactment 
of disposal legislation. 

I am in hearty accord with the policy determination of the Congress that the 
security interests of the Nation will best be served by the development within the 
United States of a free competitive synthetic-rubber industry, and I believe that 
now is the time to undertake plant disposal. 

* * * The Nation’s security in its rubber supply is, of course, of paramount 
importance in any consideration of the disposal of these facilities. For such 
security, two things are essencial, namely, an adequate stockpile of natural rub- 
ber and a healthy, progressive synthetic-rubber industry. Our stockpiling objec- 
tives are adequate and have been virtually achieved and, from the economic and 
technological data available to me, I am confident that if the Government-owned 
synthetic-rubber facilities are sold as recommended, competitive private industry 
will amply, efficiently and economically supply our synt hetic-rubber requirements. 

Disposal of the Government-owned facilities must be consistent with three 
objectives: In the first place the Government should realize their full fair value; 
secondly, disposal should be effected in such a way as to insure to the consuming 
public, ‘and to large and small rubber fabricators the benefits of fair competition; 
and finally, to insure against the hazards of unforeseeable contingencies the facili- 
ties must be sold on such terms as will guarantee their ready availability for the 
production of synthetic rubber in time of emergency. Disposal pursuant to these 
criteria will best serve the public interest. ' 

The program proposed by the Reconstruction Finance Corporation is designed 
to achieve these objectives. Accordingly, I recommend the enactment of nae 
lation which would permit the prompt implementation of such a program, recog 
nizing at the same time that, upon examination in detail, modifications of that 
program may appear necessary or desirable. 

I have not prepared the text of legislative roposals to implement the recom- 
mendations of the Reconstruction Finance & orporation. It is my belief that 
such legislation would most appropriately result from the joint efforts of repre- 
sentatives of the interested executive agencies and those committees of the Con- 
gress having this matter under consideration. 


Now, it can be seen that the philosophy underlying the Rubber Act 
of 1948, namely, the mandatory consumption of synthetic rubber, has 
undergone a complete change. The Government does not exercise 
any control over rubber at the present time. And, for practical pur- 
poses, no controls of any type have been in effect for over a year. 

Obviously, therefore, since our stockpile of natural rubber has been 
virtually achieved, and since controls over synthetic and natural 
rubber are no longer necessary, the burden of proof justifying the 
continuation of the Government in the synthetic-rubber business rests 
with those who can find reasons other than those involving national 
security which would justify the retention of these facilities by the 
Federal Government. 

Your subcommittee realized that it was incumbent upon us to 
develop with the witnesses who appeared before us the three points 
outlined in the President’s letter. Our duty was to first develop a 
bill which would assure the Government full fair value for the facilities. 
Secondly, we had to develop legislation which would authorize disposal 
to be effected in such a way as to assure to the consumer public, and 
to large and small rubber fabricators, the benefits of fair competition. 
And finally, we had to make sure the facilities, if sold, would be avail- 
able for the produetion of synthetic rubber in time of emergency. 

We think we have achieved all three. 

At the outset, we realized that national security was, of course, the 

most important element in the entire disposal program. Last year, 
the United States consumed 648,000 long tons of GR-S, 69,000 ‘long 
tons of butyl, 55,000 long tons of neoprene, and approximately 14,000 
long tons of N-type :ubber. 
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There was a total consumption of synthetic rubber in the United 
States in excess of 807,000 long tons. It was even necessary for us to 
import over 2,600 tons of butyl rubber and more than 17,000 tons of 
S-type rubber. We produced over 637,000 long tons of GR-S and over 
79,000 long tons of butylrubber. At the same time, we consumed over 
454,000 tons of natural rubber. In other words, our consumption of 
synthetic rubber was almost double that of our consumption of natural 
rubber. 

Obviously, synthetic rubber is here to stay, and we ean find no 
reasons whatsoever to justify the continuation of the Governemnt 
in the synthetic rubber business. If ever a Government-owned 
industry cried for return to private enterprise, this industry is it. 
I say return to private enterprise because it must be remembered, 
although it is often forgotten, that it was private industry that first 
developed synthetic rubber. It was private industry, at the request 
of Government, that built the facilities; it was private industry, at 
the request of Government, that provided the know-how; it was 
private industry, at the request of Government, that voluntarily pooled 
their patents, patents that made it possible for us to achieve a pro- 
duction rate of 1 million tons of synthetic rubber by the end of World 
War IT; it was private industry, at the request of Government, that 
has operated the facilities since their inception. 

If the Government is to remain in the synthetic rubber business 
then it must assume the responsibility of expanding its present 
facilities. That means the expenditure of Government funds and a 
loss of revenue in the form of taxes. And if the Government is to 
continue there in the rubber business it can only have the effect of 
retarding further developments in synthetic rubber, for no private 
company in its right mind will construct and operate a synthetic 
rubber facility in competition with the Government. 

We have reached a point in the history of synthetic rubber where 
every possible situation is favorable for disposal. We have a demand 
for synthetic rubber more than four times greater than the minimum 
consumption that the Congress considered necessary for national 
security in 1948. We are told that there may be in 1954 a small sur- 
plus of natural rubber. Thus, assuming a reasonable inventory of 
synthetic rubber at the time the plants are transferred to private 
enterprise, there need be no upheaval or dislocation in the rubber 
markets. The present facilities are operating at maximum efficiency. 
They are good facilities and they have a high value. If ever the time 
was favorable for disposal, it is now. 

Now, just a word about small business: We were impressed by the 
fact that every witness who appeared before the subcommittee urged 
the sale of these facilities to private industry. And this testimony 
came from large and small companies alike. Government witnesses 
who testified before the committee strongly urged the disposal of 
these facilities. The small companies, in some instances, wanted 
some assurance that there would be a free market in synthetic rubber. 
Other witnesses from small companies expressed complete confidence 
in the private enterprise system, and expressed satisfaction that 
normal competitive forces would make synthetic rubber available 
for all consumers. 

But there are two types of ‘small business’? which must be con- 
sidered. One is the potential purchaser of a facility and the other is 
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the company which consumes a relatively small amount of synthetic 
rubber compared with the large tire companies. Insofar as purchase 
of the facilities is concerned, it must be remembered that a synthetic 
rubber facility is a rather complicated business. The capital neces- 
sary to operate a rubber-producing facility is rather substantial and 
any company or combination of companies which can raise the capital 
necessary to operate a synthetic rubber facility cannot be considered 
small business except in relation to the largest tire manufacturers and 
petroleum companies. 

But insofar as the consumption of rubber is concerned, small 
business is affected and it is that small consumer we must protect. 
We think the proposed bill does that because of the provision which 
requires the Disposal Commission to secure the advice of the Attorney 
General in negotiating the sales and another provision which requires 
the Disposal Commission to make sure that the sales contracts 
contain adequate provisions against unreasonable control over syn- 
thetic rubber falling in the hands of a purchaser. 

Finally, it should be noted that no sales will be consummated until 
Congress has had an opportunity to review them, and, if necessary, 
reject them, under which condition we would renew, again, the Rubber 
Act of 1948. 

Now, that is the preliminary statement that I shall make, and I 
will fen ask Mr. Blandford to explain the bill, paragraph by para- 
graph. 

Mr. Vinson. Now, Mr. Chairman, do I understand the bill will 
now be read section by section, and explained? 

Mr. BLanprorp. I will read an explanation of each section, and 
you may follow it in the bill, Mr. Vinson, as I go along. 

Mr. Vinson. All right, 

I suggest, Mr. Chairman, as this is a very important bill 

Mr. Rivers. Before Mr. Shafer leaves, I want to say that is the 
most comprehensive statement I ever heard by any subcommittee on 
any matter before this committee. 

Mr. Saarer. Thank you, Mr. Rivers. You have my proxy, Mr. 
Chairman? 

The CuatrMan. Yes. Thank you. 

Mr. Vinson. Mr. Chairman. 

The CuarrmMan. Yes. 

Mr. Vinson. As the hearings have not been printed yet 

Mr. BLuanprorp. They will be available this afternoon, I believe, 
Mr. Vinson. 

Mr. Vinson. I suggest, Mr. Chairman, that Mr. Blandford read 
each section of the bill, and then off the cuff explain what each section 
does. 

Mr. Buanprorp. I think if you will let me proceed with the explana- 
tion the way I have it written here, there will be less 

Mr. Vinson. I think the bill should be read section by section, for 
the record, so we can understand what is in the bill. 

Now, I don’t know whether we reached the point where we pass 
legislation without reading what is in the bill, and just take the 
statement. 

I think Mr. Blandford will save time if he will just read each section, 
and read it slowly, because I venture to say that no member of the 
subcommittee has had an opportunity of reading the new bill as it was 
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introduced yesterday. Let’s read it section by section, Mr. Chairman, 
if you will permit it, and just explain whet the section does. 
fr. Rivers. Let’s go. 

Mr. Buanprorp. If I may proceed, then, Mr. Chairman. 

On Wednesday, June 3, 1953, your subcommittee began hearings on 
a bill to authorize the sale of the Government-owned rabhaniiedenen 
facilities. We heard 23 witnesses, which included: 

The Reconstruction Finance Corporation. 
The Department of Defense 

The Department of Justice 

General Services Administration 
Goodyear Tire & Rubber Co. 

Boston Woven Hose & Rubber Co. 
Simplex Wire & Cable Co. 

Esso Standard Oil Co. 

United States Tire & Rubber Co. 

B. F. Goodrich Co. 

Phillips Petroleum 

Rubber Heel & Sole Institute 

United Rubber Workers of America, CIO 
Endicott-Johnson 

Copolymer Corp. 

Texas Co. 

Seiberling Tire & Rubber Co. 

Thiokol Chemical Corp. 

Firestone Tire & Rubber Co. 
Hewitt-Robins Co. 

Rubber Trade Association 

Sinclair Oil Co. 

Congressman Emanuel Celler of New York 

It can be stated that the witnesses were representative of practically 
the entire rubber-consuming industry, as well as those concerned 
directly with our national security and the business interests of the 
country. It is worthy of repetition to say that not one witness 
opposed the sale of these facilities. 

he proposed legislation is the result of these hearings, and in the 
opinion of the subcommittee, represents a fair and workable disposal 
system, 

Now, what does the bill do? In accordance with Mr. Vinson’s 
suggestion, I will read—— 

Mr. Vinson. Now, read it slowly. 

Mr. BLanpForp. Yes. 

The title is “This Act shall be known as the Rubber Producing 
Facilities Disposal Act of 1953’; section 2 is a policy statement 
[reading]: 

It is hereby determined that disposal of the Government-owned rubber-pro- 
ducing facilities pursuant to the provisions of this Act is consistent with National 
Security and will further effectuate the policy set forth in seetion 2 of the Rubber 
Act of 1948 (62 Stat. 101, 50 U. 8S. C. App. 1921), as amended with respect to the 
pt scar. ge within the United States of a free, competitive synthetie rubber 

aus 
™ as (a) There is hereby created a Rubber Producing Facilities Disposal 
Commission, hereafter referred to as the Commission, to be composed of three 

rsons, to be appointed by the President. Members of the Commission shall 

appoined from civilian life and shall receive compensation at the rate of $50 
per diem for each day engaged in the business of the Commission, and shall be 
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allowed transportation and a per diem of $9 while away from their homes or 
places of business pursuant to such business. No person ‘who is employed in or 
receives a substantial part of his income from the rubber or petroleum industry, 
or in that part of the chemical industry which supplies, or is capable of supplying 
feedstocks for the manufacture of synthetic rubber, shall serve as a Commissioner. 

The explanation 

The Cuatrman. It is much better to put them on a per diem basis 
than a salary. If you put them on a salary, you never would dispose 
of things. 

Mr. Vinson. Now, Mr. Chairman, I want to ask—Mr. Doyle 
spoke to me, a member of the subcommittee, I think he was, and he 
said that he raised the question of the commission of 5 instead of a 
commission of 3. 

Mr. BLanprorp. Yes, sir. 

Mr. Vinson. And the committee decided a commission of three. 

Mr. Bianprorp. The subcommittee, with a majority being present, 
voted it down. 

Mr. Vinson. That is all right. 

Now, these three commissioners could have no connection with any 
synthetic plant. 

Mr. Buanprorp. No, sir. They may not be employed in the 
rubber or petroleum business and they may not receive a substantial 
part of their income from such businesses. It is obvious that you 
couldn’t preclude people from having a share of stock in a company. 

Mr. Vinson. Why, certainly. 

Mr. Buanprorp. But if they receive a substantial part of their 
income, they are precluded. 

Mr. Vinson. All right. 

Mr. Buanprorp. And now this is perhaps one of the most important 
provisions in the proposed legislation 

Mr. Cuatrman. Let’s have attention, please. 

Mr. Buanprorp. Its object is to create a Commission of three 
persons who will actually make the contracts of sale. They will be 
concerned only with national security; a return to the Government 
of full fair value of the facilities; and the creation of a competitive 
pattern in the synthetic rubber industr 

Questions may well arise as to why t the bill does not put disposal in 
the hands of a Government agency. The answer is obvious. The 
Commissioners to be appointed will presumably be successful persons 
to whom $50 a day will be no incentive for perpetuating the task of 
disposal. They will not be concerned with future employment with 
a successful bidder, nor will they be constantly burdened by the in- 
evitable indecision which seems to be an inherent part of Government 
agencies. There will be no bickering, no empire building, no attempt 
to create a large staff with its resultant bureaucracy. Their job will 
be to sell these facilities rapidly, fairly and efficiently. 

Now, the speed with which these facilities are sold is of extreme 
importance to the taxpayers. While these facilities have a present 
value they are like many other material objects, they are subject to 
deterioration and have a limited life. What we will receive for the 
facilities will depend to a great extent upon when they are transferred 
to private industry. 

It is reasonable to say that their value might well be reduced by as 
much as 10 percent for each year they are hereafter retained by the 


Government. In addition, it is obvious that the faster the plants are 
turned over to private industry, the faster they will be earning 
revenue subject to Federal taxes. Speed, therefore, in the disposal 
of these facilities will benefit the taxpayers and it is the opinion of 
the subcommittee that the establishment of an independent Commis- 
sion will result in a more rapid transfer of these facilities to private 
industry than could be accomplished by a Government agency or a 
combination of Government agencies. 

Mr. Rivers. May I ask him a question there, Mr. Chairman, 
please. 

The CuarrMan. Yes. 

Mr. Rivers. Did the committee venture an estimate on the amount 
that would be realized by the Government in the disposal of these 
facilities, or what the amount of taxable property would be on the 
books, or by way of revenue would be derived when private industry 
has, justifiably, retained or procured these plants? 

Mr. BLanpForp. Well, it is an estimate that has been made many 
times unofficially. It was felt that it would be unwise for this report 
to indicate a price tag in any way, shape or manner. These plants 
are worth probably what a willing buyer will give a willing seller. But 
they will be negotiated on the basis of the highest bid submitted, 
which we think is the fairest possible way of determining true value. 

Mr. Duruam. I notice you said price 

Mr. Rivers. I know it is a very large industry. It is desirable 
that this industry, as Mr. Shafer said, be operated by private industry. 

Now, when private industry has been operating these, there must 
be some estimate on what revenue might be derived or what invest- 
ment may be. 

Mr. Buanprorp. Perhaps as much as $35 or $40 million a year in 
taxes to the Federal Government. 

Mr. Pricr. Wouldn’t the gentleman rather have the estimate of 
the value of the 28 plants? 

Mr. Vinson. Well, may I offer this suggestion. To answer Mr. 
Rivers, I might say that this is a plant that is returning a net income 
to the Government, of some $20 million. 

Mr. Buanprorp. That was the last year’s return on net operations. 

Mr. Vinson. Last year. So that on its face carries high value. 

Mr. Buanprorp. That is right, sir. 

Mr. Vinson. Now, Mr. Chairman, may I ask Mr. Blandford this 
question: 

Mr. Blandford, did the Administration or the Department, the 
RFC, submit any plan with reference to a Commission, or did they 
submit a plan that they dispose of it itself? 

Mr. Buanprorp. The RFC recommended that they dispose of the 
plants themselves. The GSA, recognizing the fact that the RFC 
might go out of business, volunteered their services, as the seller of 
these plants. 

All the Government agencies would like to participate in the sale 
of these plants, which probably is a natural position for Government 
agencies to take. The committee rejected any Government agency 
as the seller of the plants. 

Mr. Vinson. Now, have you submitted and ascertained as to 
whether or not this method of a commission will meet the approval 
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of the administration or does it prefer some Government agency to 
handle it? 

Mr. Buanprorp. The Department of Commerce in a letter to Mr. 
Shafer strongly recommended the creation of a Commission. The 
message from the President of the United States said that the details 
would be left up to the committee. This is one of the details. 

Mr. Vinson. Well, I think, Mr. Chairman, for one member of the 
committee, that this is the proper way to dispose of it, to have a 
Commission appointed, instead of some agency. And I move that 
section 3 (a) be approved. 

The CHarrmMan. Without objection. 

Mr. Rivers. Mr. Chairman, it is very interesting to note, in line 
with what you said, that Bill Jeffers came here during the war, he set 
up this agency, he didn’t have an office—I think he had one little 
office. And when he finished—he started on the bureaucrats, and it 
is very interesting that the empire which he set up we are going to 
dispose of in the same manner in which he so commendably set it up. 

Mr. BLanprorp. Section 3 (b), Mr. Chairman. [Continues reading:] 

It shall be the duty of the Commission to recommend to the Congress prospec- 
tive purchasers of the Government-owned rubber-producing facilities. The Com- 
mission is authorized to enter into contracts for the sale of the facilities, which 
contracts, upon presentation of the report as provided in section 9 (a) of this 
Act, shall be binding upon the Government and the prospective purchaser, sub- 
ject only to the other provisions of this act. In order to arrive at the full fair 
value of each facility, the Commission is suthorized to take bids on each facility, 
and thereafter negotiate for the sale of the facilities in a manner which will best 
effectuate the provisions of this Act. 

Now, section 3 (b) places a duty upon the Commission to recom- 
mend to the Congress prospective purchasers of these facilities. This 
subsection authorizes the Commission to enter into contracts for the 
sale of the facilities, which contracts, when they are presented to the 
Congress, will be binding upon the Government and the prospective 
purchaser, subject only to the approval of the Congress. It is impor- 
tant that the bill contain some provision indicating when a contract 
becomes binding upon a prospective purchaser. It is our opinion that 
after the contract is signed and the report is prepared by the Com- 
mission and submitted to the Congress, that the contract will contain 
a penalty provision and that that penalty will be enforced if the 
prospective purchaser seeks to withdraw from his contract after the 
report is submitted to the Congress. 

Prior to that time, however, it is obvious that any number of pos- 
sible combinations may present themselves which would force a pros- 
pective purchaser to withdraw his proposed contract of sale. 

This subsection, therefore, makes the contract binding when it is 
submitted to the Congress, subject only to the further requirement 
that Congress not disapprove the proposed sale. 

This subsection also authorizes the Commission to take bids on 
each of the facilities and thereafter to negotiate for the facilities subject 
to the criteria established by the proposed legislation. 

Mr. Vinson. Now, Mr. Chairman, let’s read section 9 to see what 
section 9 says, because as I understand it, when the sale is made, and 
the contract signed, it is binding, unless we do something. 

Now, let’s see what we have to do. 
Mr. BLANpForp. Section 9 (a) is on page 9. 
Mr. Vixson. What page is it on? 
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The Cuarrman. On page 9. The bottom of page 9. 
Mr. Vinson. All right. 

Now, read that. 

Mr. BuanpForp (reading): 


Not later than 30 days after the termination of the negotiating period pro- 
vided in section 7 of this act, the Commission shall prepare and submit to the 
Congress a report setting forth— 

(1) the steps taken to elicit bids and the bids which have been received; 

(2) the principal terms of all sales contracted for and the Commission’s 
recommendations in respect thereto; 

(3) in the event that there may have been a financially more advantageous 
bid for any rubber-producing facility than the sale recommended, a statement 
of the reasons why such sale is nevertheless proposed; 

(4) to the extent requested by the Attorney General the report shall trans- 
mit his advice concerning the sales which are proposed; 

(5) the program to be followed to place in standby condition the rubber- 
producing facilities not sold; 

(6) an inventory report concerning the Government’s current stocks of 
synthetie rubber and its component materials; 

(7) a program for the continuance, to the extent it deems necessary, during 
the fiscal year following the fiscal year in which the transfer period terminates, 
of the research program on synthetic rubber and its component materials 
then being carried on, by the department, ageney, officer, Government corpo- 
ration, or instrumentality of the United States designated from time to time 


by the President pursuant to subsection (a) of section 7 of the Rubber Act. 
That in all cases means the Reconstruction Finance Corporation. 


(b) The report shall be submitted to both Houses of Congress on the same day. 
Upon the expiration of thirty days of continuous session of the Congress following 
the date upon which the report is submitted to it, the Commission shall proceed 
to carry out the contracts and proposals, as outlined in its report, unless the report 
is disapproved by cither House of Congress by a resolutuon within the thirty-day 
period, 

(c) For the purposes of subsection (b) of this seetion— 

(1) continuity of session shall be considered as broken only by an adjourn- 
ment of the Congress sine die; but 

(2) in the computation of the thirtv-day period there shall be excluded the 
days on which either House is not in session because of an adjournment of 
more than three days to a day certain. 

(d) No rubber-producing facility shall be sold or leased except in accordance 
with this Act, or in accordance with subsection 7 (d) (4) of the Rubber Act of 1948 
(62 Stat. 101, 50 U. S. C. App. 1921), as amended. 

(e) Such sums as may be required for the foregoing purposes may be provided 
out of the proceeds of disposal, and annual budgets for the expenses necessary for 
such purposes shall be submitted in accordance with the Government Corporation 
Control Act of 1945 (59 Stat. 597, 31 U. S. C. 841, as amended). 

(f( Notwithstanding any other provisions of this Act, the Commission may, 
subject to the provisions of this Act, and af.er securing the advice of the Attorney 
General as to whether the proposed lease would tend to create or maintain a 
situation inconsistent with the antitrust laws, enter into contracts of lease for the 
alcohol-butadiene facilities for a period of not less than one year, nor more than 
three years: Provided, That any such contract shall contain among other things 
(1) a national-security clause, and (2) provisions for the recapture of such facilities 
by the Government and the termination of the lease, if the President determines 
that the national interest so requires. 


Mr. Vinson. Now, Mr. Chairman—— 

The Cuatrman. You see, there are a lot of safeguards there. We 
have a tight rein. 

Mr. Vinson. That is right; we haven't it quite tight enough, 
though. 

The CHarrman. Well—-— 

Mr. Vinson. In regard to (b): I think there should be put in the 
law that the report shall be submitted to the House and referred to 
the Armed Services Committee of the House, and the Senate. 
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Mr. Buanprorp. I checked on that, Mr. Vinson, to determine 
whether that was necessary, and under the Legislative Reorganization 
Act and the rules of the House, it must come to this committee. 

Mr. Vinson. Well, then, if that is true, it doesn’t hurt anything 
to make it positive. 

Mr. Buanprorp. It only 

Mr. Vinson. Because the origin of this bill is in the Armed Services 
Committee. Let’s refer it back by statute to the Armed Services 
Committee of the House and Senate. 

Now, then, there is another approach—— 

Mr. BLuanprorp. Mr. Vinson—— 

Mr. Vinson. You make this the negative approach to approve 
the contract. Why not make it the affirmative approach? 

Mr. BLanprorp. Because then you would be turning the Congress 
into a forum for rejected bidders. 

Mr. Vuyson. All right; that is exactly what you are doing here. 

Mr. BLanprorpb. No. 

Mr. Vinson. Now, you say that the terms of the contract and every- 
thing is submitted and if Congress does not reverse it the contract as 
originally signed becomes binding and effective. 

Now, we must pass a resolution rejecting. Now, why not require 
Concress to pass a resolution affirming it? 

Mr. Bianprorp. Well, | can give you 

Mr. Vinson. Now, we argue that Congress is going to have its con- 
trol of it. It does have a control, but it has a negative approach to 
it instead of an affirmative approach. 

Now, what I want to do is for Congress to have the final say-so in 
approving it. 

Mr. BLanprorp. Well, Mr. Vinson, if I may reply to your sugges- 
tion, you would then be destroying the entire purpose of the law 
which is to establish a timetable for disposal. Because no one knows 
when Congress will affirmatively approve anything. 

Mr. Vinson. You got 30 days in here. You have to do it in 30 
days—— 

Mr. BLanprorp. Suppose the Congress doesn’t approve it in 30 
days, then what? 

Mr. Vinson. Congress has to reject it in 30 days or approve it. 

Mr. Buanprorp. The same as a reorganization act. Congress has 
the authority to reject, but if you require affirmative approval, then 
there is no way that the bidder has any idea when he is going to get 
possession of the facility because it might be 2 or 3 years ‘before Con- 
gress would get around to approving it. 

Mr. Durnam. You won’t get the plants disposed of under that 
policy. We have never adopted such a policy as that in the disposal 
of any property. 

Mr. Buanprorp. If the sales contracts are contrary to public in- 
terest, the Congress and this committee would adopt a resolution 
stating s), and it would pass the House and that terminates it and 
Rubber .\.ct would be extended. 

But if you require affirmative action, no one knows when these 
plants would ever be disposed of to private industry. 

Mr. Vinson. You have a time limit on a negative approach to it 
now. You say that the contract becomes effective within 30 days 
after it is submitted to the Congress. 
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Now, why shouldn't it be just as sound to say the contract becomes 
effective unless Congress modifies it or rejects it within 30 days? 
And the man has the same opportunity of knowing when the contract 
goes into effect. 

Mr. BLanprorp. Well 

Mr. Vinson. Now, when the Commission sells this property now 
and he signs a contract, the purchaser doesn’t know for 30 days as to 
whether or not his contract is going through; isn’t that correct? 

Mr. Buanprorp. That is right. 

Mr. Vinson. So, therefore, if you just merely say that it doesn’t 
go through—he signs the contract and it does not become effective 
within 30 days unless Congress approves it. Now— 

Mr. Buanprorp. No; but you are requiring Congress to take an 
affirmative action, both Houses to take an affirmative action within 
30 days. 

Supposing one House acts on it, and the other House doesn’t act 
act on it, because they have other business or because of the termina- 
tion of 30 days. Then your entire disposal program is destroyed. 

Mr. Vinson. The same thing would apply on the negative approach. 

Mr. Buanprorp. No, sir; Congress ean take 

The CuairMan. We have to let the Commission work it out. 

Mr. Arenps. That is right. 

Mr. Buanprorp. This is similar to a reorganization plan in that 
respect. 

The CHatrMan. Yes. 

Mr. Arenpbs. In other words, you are approving by not dis- 
approving. 

Mr. Buanprorp. That is right. 

The CHarRMAN. Let's proceed. 

Mr. Vinson. Wait one minute. 

Then, Mr. Chairman, I understand when the contract is signed 
and the sale is made by the Commission, it is referred back to the 
Congress and then the burden is on the Congress to bring a resolution 
in within 30 days to reject it. 

Mr. Buanprorp. To disapprove of the sale; yes, sir, that is right. 

Mr. Vinson. To disapprove the sale. 

The CHarrMaAN. And that is a tight rein. That is a complete 
safeguard. 

Let’s go back and proceed section by section. 

Mr. Jounson. Could I ask a question on section 4? 

The CHAIRMAN. Section 3? 

Mr. Jounson. Yes. 

Mr. Cuarrman. Mr. Johnson has a question he wishes to ask. 

Mr. Jounson. Mr. Blandford, I noticed you provided there that 
the Commission can recommend prospective purchasers and enter into 
contracts, and then you provided a provision regarding the full fair 
value. 

Does that mean that they can take bids, but they do not have to 
award the contract to the lowest responsible bidder? 

Mr. Buanprorp. To the highest responsible vidcer, you mean. 

Mr. Jounson. To the highest responsible bidder. 

Mr. BLaNpForp. That question has come up again and again, Mr. 
Johnson. 

All things begin equal, the high bid will be used as a basis for 
negotiation. 
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Now, it is conceivable that a bidder will bid on more than one 
facilitv. He might be high bidder on three of them. But you are 
not going to sell those 3 facilities to that 1 purchaser because that 
might give him unreasonable control. Therefore, the next bidder 
would be permitted to negotiate for the purchase of that facility, but 
they would use as the basis for that negotiation the highest bona fide 
bid submitted on that facility. 

That is a way to determine fair value of these facilities. 

Mr. Jounson. Well, | think that does sound reasonable. Because 
it is so complicated, that they should have a chance to have a little 
flexibility. 

Mr. Buanprorp. There is flexibility. There has to be, obviously. 

Mr. Jounson. In your opinion, from all the hearings that you have 
sat on, do vou believe that in some cases you might get more than the 
actual highest bidder on a facility, that some one else might look into 
it more. thoroughly and give more money to the Government than the 
highest. bidder? 

Mr. Buanprorp. No; I don’t think there is any danger of anybody 
oing over the high bid that has been submitted. These plants have 
een discussed now since 1948 and people who are interested in them 

know pretty much what they are worth. 

This isn’t a new subject. It is not like buying surplus property from 
the Government after World War II. 

Section 4—— 

The Cuarrman. Is there any objection to section (b)? 

(No response.) 

The CHarrMan. Without objection, we approve that section. 

That brings us down to section 4, 

Mr. BLanprorp (reading): 

Sec. 4. The Commission shall, immediately following its appointment by the 
President, upon request, be furnished with all available information concerning 
the Government-owned rubber-producing facilities in the possession of any de- 

artment, agency, officer, Governmenent corporation, or instrumentality of the 
nited States concerned with Government-owned rubber-producing facilities. 

This is a mechanical provision giving the Commission authority to 
request all available information concerning the facilities which ma 
be in the possession of any agency of the Government concerned wit 
the rubber producing facilities. It is just a necessary mechanical 
provision. 

The CHarrMan. Without objection, we approve section 4. 

Mr. BLANprorp (reading): 

Sec. 5. The Commission shall proceed as promptly as practicable, conducting 
such hearings as may be necessary, with the disposal of the rubber-producing 
facilities in compliance with the provisions of this Act. 

Section 5 merely directs that the Commission proceed promptly 
and authorizes the Commission to hold hearings if such action is 
necessary. 

The Cuarrman. Without objection. 

Mr. Buanrporp (reading): 


Sec. 6. Without regard to the civil-service laws or the Classification Act of 
1949, the Commission shall be authorized to employ clerical and stenographic 
assistance, and shall be further authorized to request and receive the assistance 
of any cmplovee of any department, agency, officer, Government corporation, or 
_instrurrentalitv of the United States concerned with the Government-owned 
rubber-producing facilities. 
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Now, section 6 authorizes the Commission to employ clerical and 
stenographic assistance without regard to the civil-service laws or the 
Classification Act of 1949 and further authorizes the Commission to 
request and receive the assistance of any employee in the Government 
concerned with these facilities. 

It is the opinion of the subcommittee that this Commission, being 
of a temporary nature, and because speed is essential, should be 
authorized to employ clerical and stenographic assistance without 
regard to civil-service laws and the Classification Act. 

The Commission will expire on June 30, 1954. 

Mr. Coxz. Mr. Chairman, I would like to raise the question, if it 
wouldn’t be advisable, in determining the salary that these clerks and 
secretaries and personnel are to be paid, that they should be guided by 
the standards that are set up in some civil-service law? 

The Cuatrman. The Classification Act. 

Mr. Cote. Well, it certainly—there would be no objection to 
saying— 
without regard to the civil-service laws or the Classification Act of 1949, but 
subject to the 

The Cuarrman. I think that what we intended to do is let them 
hire anybody they want, because of the temporary nature of it. 

Mr. Coun. Yes, sir. 

The CuHarrMan. But in fixing the salary scale of the people they do 
hire, they should be guided by the standards of a civil-service law. 

Mr. Vinson. Mr. Chairman; in trying to state what the salary is 
going to be, then you better put them under civil-service regulations. 

Mr. Cote. It has been done before. 

Mr. Buianprorp. This is coming out of the operating costs of the 
rubber program. 

Mr. Coxe. That is right. 

Mr. Bianprorp. But it would be simple enough to add a proviso 
- this section, and I shall do so if the committee directs, indicating 
that— 


the salaries shall be fixed in accordance with the Classification Act. 


Mr. Price. I think there should be some limitation on the adminis- 
trative costs of this disposal. 
Mr. Buanprorp. That can be added very simply, Mr. Cole: 


Provided, That notwithstanding this section, salaries shall be—— 


Mr. Vinson. Mr. Chairman, may I ask Mr. Blandford a question? 

Where is the headquarters of the Commission going to be? 

Mr. Buanprorp. I don’t know, Mr. Vinson. 

Mr. Vinson. Now, don’t you think—I know the bill doesn’t say it, 
but don’t vou think we should let the public know where it is, and it 
should be designated Washington City or some other place, so that the 
man who is concerned will know where to go? 

Mr. Buanprorp. I copied this from the Universal Military Training 
and Service Act, where we assumed it would be in Washington. I put 
the same language here that we have in that act. 

Mr. Durnam. Well, there is nothing in this provision that would 
prevent the Commission from asking the Civil Service to send over 100 
employees, under the law, and assign them today. 

Mr. Bianprorp. No; they can ask the assistance, yes. Obviously 
they are going to have to have professional assistance. 
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Mr. Miter. I think they will ask for them. And the Civil Service 
Commission is trying to find places for these people. Nevertheless, 
1 think Mr. Cole’s suggestion is an excellent one. 

The Cuairman. I can see no objection to it. In fact, I think it 
prevents any abuse that might possibly be made by some Commissioner 
favoring a dear friend, and putting him on at a high salary. 

I question whether he would do it. 

What objection would there be to adding the simple amendment 
suggested by Mr. Cole, that the salaries paid should be in accordance 
with the classification scale? 

Is there any objection to that? 

Anyone objects to that? 

(No response. ) 

The CHairMAN. Without objection, we will adopt it. 

Mr. WickersHam. Mr. Chairman, I have another matter in con- 
nection with that, and 1 would like to ask a question or two. 

The Cuarrman. All right. 

1 suggest that Mr. Cole and Mr. Miller, who served on the Civil 
Service Committee, work with you, Mr. Blandford. 

Mr. Buanprorp. May I suggest this language, Mr. Chairman? 

The CuarrMan. All right. 

Mr. BLanprorp. At the end of the section, 

Provided, That rates of pay for personnel employed by the Commission shall be in 
accordance with the Classification Act of 1949. 

Mr. Duruam. Mr. Chairman, I would like to get Mr. Shafer’s 
agreement to this amendment, because he has worked awfully hard on 
this bill. Before we proceed with the adoption of any amendment, 
I would like to consult him. 

Mr. Buanprorp. He would have no objection to it, Mr. Durham, 
T am sure. 

The Cuarrman. I don’t think he will object. He gave me his 
proxy. I don’t think he would object. 

Mr. Bianprorp. If that language is satisfactory, then, Mr. Cole 

The CHarrmMan. Mr. Wickersham has a question. 

Mr. WickersHam. I have 3 or 4 questions I would like for Mr. 
Blindford to clear up for me. 

Mr. Buanprorp. All right, sir. 

Mr. Wickersuam. I will read them all. And then you can clear 
them up in your talk. 

Is this bill sufficiently clothed to protect the Government against 
some of these Commission members or the employees going to work 
for these corporations that might buy the rubber plants within a 
2- or 3-year period? That is one. 

Another is: Does this bill prevent any collusion among the bidders? 

And another question is: Does it prevent the possibility of it falling 
into the hands of some foreign country that might or might not be 
our friend? 

And then I would like to know if this is a prelude to the sale of other 
Government holdings in the near future, such as Government plants. 

And then one other question. I would like to know, too, if this is 
sold, will it do away with our market for agricultural products which 
might be or are being used in the synthetic-rubber industry, and 
I would like to know what the contemplated uses by these corpora- 
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one are, if they are going to continue in the synthetic rubber, or will 
they 

The CuarrMan. We better take them one at a time. 

Mr. BuanpForp. Let me take your last question first. 

Mr. Vinson. Let’s complete this question about Federal employees. 

Mr. BuanpFrorp. There is nothing in the bill that says that a Com- 
mission member will not thereafter be employed. It is assumed that 
the President will select businessmen of such integrity and such 
capacity that they will not be interested in seeking further employ- 
ment. That is exactly the reason we took it out of a Government 
agency. 

We have to have confidence in a commission and we have to have 
confidence in the men that the President will appoint and men of the 
caliber or similar, say, to Bernard Baruch or people of that nature. 

This is a big business. This is a tremendous thing. And the 
President is going to be very careful in the people he selects. 

He certainly is not going to expose himself to criticism at a later 
date because one of these commissioners goes to work for one of the 
companies that purchases one of the facilities. I have no concern 
with that. 

Mr. Miuier. Mr. Chairman, I think Mr. Blandford has made 
a good case. 

But there is also this to be considered. It isn’t only the three top 
men. They are merely going to be the administrators and the policy 
setters and the final reviewers. How about the people who do some of 
the negotiating: And whereas I have great confidence in businessmen, 
nevertheless, they are not sacrosanct and they are not infallible, any 
more than our bureaucrats. A good businessman isn’t above making a 
deal where he might 

Mr. Vinson. Well, Mr. Chairman, may I say this. There are a 
great many statutes in which we have a commission, and where we 
dispose of anything no one can be employed within 2 years who 
participated in it. 

Now, this is one of the largest disposals the Government is going 
to have. Iam offering for consideration of the committee that it is a 
field that might be warranted to give some consideration to, because 
you want this transaction to be like Caesar’s wife. 

Mr. BLanpForp. Yes, sir. 

Mr. Miuuer. I may say you have a good precedent. The men 
that are being laid off in the Internal Revenue Department today 
would be very valuable as tax consultants, but they can’t participate 
in that for 2 years in order to protect the Government’s interest. 

The Cuarrman. I believe you answered Mr. Wickersham’s first 
question. What was your other question, or second question? 

Mr. BuanpFrorp. Insofar as collusion of the bidders is concerned. 

The CHatrMan. Yes. 

Mr. BLanpForp. There is nothing in the law saying there shall be 
no collusion. Obviously, they would be inviting trouble with the 
Attorney General if there was collusion. Obviously, the Commis- 
sion—— 

The CuairMan. Sure, we have general statutes, we have existing 
laws that protect us. 

Mr. Buanprorp. That is right. 
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Even if you put it in the law and said there shall be no collusion, you 
wouldn’t accomplish anything. So I don’t think it would be possible 
to cover the subject. 

What was your third point, Mr. Wickersham? 

Mr. WickersHam. Then about the possibility of this falling into the 
hands of some foreign country who might or might not be our friend. 

Mr. Buanprorp. That is taken care of in the clause, ‘‘the terms, 
conditions, and provisions that will be in the advertisement,” that the 
Commission will establish for the purchase of these plants. Obvi- 
ously, we don’t want any of them being shipped over to any country 
that is unfriendly or even shipped out of the United States. 

Mr. DuruHam. Congress would have to approve that. 

Mr. Bianprorp. And if such a sale was contemplated, | am sure 
the Congress itself would reject the sale. 

Mr. WickersHaM. Then the other one was whether or not this 
subcommittee or the companies went into the possibility of the use or 
conversion of this plant from synthetic into something else. In other 
words, will they still continue to use agricultural products to produce 
synthetic rubber? 

Mr. Buanprorp. They are using petroleum products now mostly. 
They probably will continue to produce some alcohol butadiene, 
which is made from surplus farm crops, in some cases. 

There is no guaranty that they will continue to use agricultural 
roducts, but obviously, if there is going to be a shortage and some- 
dy leases an alcohol butadiene plant they will continue to use it. 

r. DurHAM. They are competing today. 

Mr. Price. Mr. Chairman, is there a safeguard in the legislation in 
regard to the first question that Mr. Wickersham asked? 

Mr. Buanprorp. Mr. Chairman, may I suggest a section 6 (b), 
which would be something like this: 

That no person employed by the Commission, nor any member of the Com- 
mission or any person from whom assistance is sought by the Commission who is 
now employed by the Government, may be employed by 

The CuarrMan. For a period of 2 years. 

Mr. BLaNnpForp. Two years. 

Mr. Vinson. I talked to Mr. Pauley of the Legislative Drafting 
Service about it this morning. And there are laws on the subject. 

Mr. BLANpDFoRD. Yes, sir. 

Mr. Vinson. And I suggest, Mr. Chairmaa, that it is essential to 
the committee that the counsel and the Legislative Drafting Service 
fix up an amendment carrying out that thought. 

Mr. BLanpForp. It is very simple. 

The CuarrMan. I think it should. It is written into statutes. 

Mr. Vinson. Surely. It strengthens the bill. It helps everything. 

Mr. Buanprorp. I think so. 

Mr. Duruam. Now, the committee went and set up this Commis- 
sion clean outside the rubber industry. That is one thing that bothers 
me. You are going to have to have some people in this thing that 
have had experience. This isn’t a little disposal, of a little old house 
somewhere. This is a tremendous industry. It is complicated. It 
is technical. If we tie this thing down where we give no authority to 
the Commission whatever to select people that are capable of nego- 
tiating these things, we might as well throw it out of the window. 

- Vinson. I don’t agree with the gentleman from North Carolina 
at all. 
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Mr. Duruam. I know something about it. I studied it. I sat 
here all these years. 

Mr. Vinson. I know something about selling Government property, 
too, and dealing with people that ultimately have an interest in what 
happens. 

Mr. Duruam. Congress sits here and disapproves or approves of 
this thing. 

Mr. Vinson. That is right. 

Mr. Duruam. We have that tied down. Let these people have a 
free hand to dispose of this stuff so it will bring something. 

Mr. Vinson. We will do that, but let’s have people who are dealing 
with it who have no ulterior motive in the contract. 

Mr. Duruam. If the gentleman wants to make a broad statement 
like this, he is including everybody in the United States. 

Mr. Vinson. Not at all. 

Mr. Jounson. I move that Mr. Vinson’s suggested amendment be 

Mr. Duruam. Mr. Chairman, I am going to ask for a roll call. 

Mr. Rivers. We have the Department of Justice in this thing to 
investigate these people, to investigate the contract. 

iin, Dheanads Why don’t you people come in here when we are 
holding these hearings and suggest amendments. 

Mr. Vinson. I trust, Mr. Chairman, there is no hesitancy on the 
art of the gentleman from North Carolina to permit amendments to 
e offered. This is a matter that is referred to the full committee. 

The full committee is just having its hearing now. And the full com- 
mittee certainly should not be precluded —— 

Mr. Duruam. I am a member of this committee. And you have 
been holding these hearings. If you had anything to say—they were 
wide-open hearings—you should have come here and told the sub- 
committee that sat here day after day after day. 

The CuatrMAN. There is a motion pending. 

Mr. Rivers. Read the motion, please, sir. 

Mr. Jounson. Will you state the amendment you suggested? 

The CHarrMAN. You have the amendment there. 

Mr. BLanpForp. It is the amendment that will be perfected: 

That, no person that will be employed by the Commission in the negotiation 
of these contracts shall be allowed to be employed by any purchaser of a facility 
for a period of 2 years. 

Mr. Doyte. Or subsidiary of any corporation. 

ane CuairMan. All in favor of the motion say “Aye.’’ Opposed, 
0.” 

Mr. Smarr. Show of hands. 

Mr. Vinson. I ask for a call. 

The CuarrMan. All those in favor hold up their hands. 

Mr. Smarr. Seventeen, Mr. Chairman. 

The CuarrMan. Those opposed? 

Mr. Smarr. Four opposed. 

The CuarrMan. All right, the motion is carried. 

Mr. Duruam. Mr. Chairman, I reserve the right to fight this on 
the floor of the House. 

The CHarrMan. Oh, yes. 

Mr. Cote. Mr. Chairman, there is another point I would like to 
raise and that is, as written now, the Commission is authorized only 
to hire clerical and stenographic assistance. 
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Mr. Buanprorp. Yes, sir. 

Mr. Coxe. That would preclude the Commission having the 
authority to engage legal counsel, engage accounting firms and such, 
and I think we should have some expression in there indicating that 
they can hire anybody they feel is necessary. 

Mr. BuanpForp. Well, in that case 

Mr. Cote. I would suggest, on line 16, you strike out the word 
“and”, and insert a comma, and after ‘“stenographic’’ insert the 
words ‘‘and expert.” Then it would read, “‘be authorized to employ 
clerical, stenographic and expert assistance.”’ 

Mr. Bianprorp. May I suggest the word “professional’’, which 
would be even broader, to cover all of the fields. 

Mr. Smart. You could say, Staff, clerical and stenographic.”’ 

Mr. Buanprorp. “Employ clerical, stenographie and professional.” 

The CuarrmMan. Just amoment. What are you going to add? 

Mr. BuanpForp. On line 16, page 3, after the word ‘“stenographic,”’ 
add the words, ‘“‘and professional.”’ 

The Cuarrman. ‘And professional.” 

Mr. Coxe. And you will strike out that word “and”’. 

Mr. Doyie. Mr. Chairman——— 

The CHarrman. Strike out “and’’ between “‘clerical’’ and ‘“steno- 
graphic” and insert acomma. It will read “clerical, stenographic and 
professional’. 

Without objection 

Mr. Jounson. Mr. Chairman—— 

Mr. Dorie. Mr. Chairman——— 

The Wait. 

Without objection, it is so ordered. 

Mr. Doyte. Mr. Chairman, I object to that. I tried to get your 
attention to discuss it. 

The CHarrMan. Well, you didn’t let me state the question. I said 
without objection—— 

Mr. Doyte. I beg your pardon. 

The CHAIRMAN. Tou see, | just stated. You all try to talk at once. 

Without objection. 

Now, then, you can register your objection. 

Mr. Doyue. The whole theory of this bill is that the legal adviser 
in connection with disposal be the Attorney General of the United 
States. And I think we should rely on that office for all legal advice 
in connection with this disposal. Otherwise, there might be con- 
fusion and uncertainties, and I see no need of having the Commission 
having legal advisers, other than the Attorney General’s office which 
is required under this bill to pass on all disposal matters. 

Mr. Vinson. No, Mr. Chairman. May I say that the Attorney 
General’s main function in this is to pass on the monopoly phase. 

Mr. BLanpForp. That is correct. 

Mr. Vinson. And how could a Commission handle a legal question 
of this character in disposal unless it has the latitude to employ counsel. 

I think it would be unwise to preclude them from going out and 
getting the best type of lawyer to help them negotiate a sale. 

Mr. Durnam. And the amendment you just adopted a few minutes 
ago, Mr. Vinson, would preclude a lawyer from going out and taking 
a case, under this law. 

Mr. Vinson. Not at all. 
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Mr. Price. It would preclude only those who anticipated a job in 
return for that. 

Mr. Vinson. The main function of the Attorney General is to act 
like he does in surplus property sales now. 

That is the main function. 

Mr. BianpForp. There is additional justification for it, Mr. Chair- 
man, in this respect, that you may want engineers, which probably I 
think Mr. Cole had in mind more than legal advice. 

Mr. Coxe. I had in mind accountants and engineers and technical 
specialists in the field. 

The CuarrMan. Mr. Wilson. 

Mr. Wixson. That was the point I wanted to make, that Mr. 
Blandford just made. You might need engineering assistance, too, 
which would be covered under the word ‘“‘professional.”’ 

Mr. Jounson. Would this include a real-estate expert, an industrial 
real-estate man? 

Mr. Buanprorp. It would include anybody now, with this lan- 
guage, that the Commission thought was necessary to assist them in 
negotiating these contracts. 

Mr. CunninGHam. Mr. Chairman, I have a question. 

The CuHarrman. Mr. Cunningham. 

Mr. Cunnineuam. The motion would authorize them, then, to go 
outside and to employ additional help, professional help. However, 
if vou read lines 17 and 18 and 19, they now have the authority to 
get all of this help if it exists in any other department of the Govern- 
ment. Aren’t there sufficient attorneys in the Attorney General’s 
Department and Justice Department, and sufficient engineers in other 
departments of the Government and sufficient architects, to do this? 
Isn’t the section all right as it is? 

Mr. Buanprorp. Well, Mr. Cunningham, if you want my own 
reaction to it, 1 think the addition of the word “professional’’ is a good 
addition. As a matter of fact, it should have been in the first draft. 
Because while the first attempt was to cut down the cost as much as 
possible, I can see a Commission composed of businessmen who might 
very well want to get a certified public accountant to assist them. 
They might very well want to get an outstanding engineer to come in 
and assist them in estimating the value of the bids that have been 
submitted. I think it is a good addition to the bill. 

Mr. Cunnincuam. I am satisfied. 

The CuarrmMan. Does the gentleman from California still register 
his objection? 

Mr. Doyte. I wish to make this further observation. The question 
of legal advice was brought up in subcommittee hearings, all of which 
I attended. At that time, I am quite sure it was agreed or under- 
stood by subcommittee members present that we would rely for legal 
advice upon the Attorney General’s Office. 

Mr. Norsuap. I didn’t hear you. Would you repeat that last? 

Mr. Doyte. Would rely upon the Attorney General’s Office for 
legal advice. 

Mr. BuanpForp. You will rely upon the Attorney General, Mr. 
Doyle, for legal advice with respect to whether or not these sales will 
be in violation of the antitrust laws or might create or maintain a 
monopoly situation. 

Mr. Rivers. Or restraint of trade. 
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Mr. Buanprorp. I think, for example, if the Commission would 
prefer to employ legal counsel to draw up the advertisement for bids 
rather than put it in the hand of General Services Administration, 
that we should not prevent them. They don’t have to employ pro- 
fessional help. They don’t have to employ legal counsel. They just 
have the authority to do it. 

We are giving the Commission a little more latitude than they 
previously had. 

Mr. Dorie. One more observation, then, so the record will be clear 
as to what the intention is. The question of whether or not we need 
attorneys to draw up bids and such was never discussed in subcom- 
mittee. And I want the record to show very clearly what the intention 
of this committee is as to legal advisers. 

Personally, I have felt that it was a very wise provision that they 
ws upon the Attorney General’s Office. 

he CHarrmMan. Mr. Norblad. 

Mr. Norsuap. Mr. Doyle, may I point out on page 10 of the bill, 
it provides that after the report is in, the Attorney General’s Office 
shall review the entire report, and if you have an attorney from the 
Attorney General’s Office who writes the report and is the attorney, 
he is reviewing his own opinion. You might as well throw that out 
altogether. The Justice Department would not help at all in making 
a review of the report which they themselves had written. 

The Cuarrman. That is a good point. 

Mr. Norpiap. Because that safeguard on page 10, section 4, is a 
safeguard to have the Justice Department look the whole thing over 
before it comes to Congress, which I think is wise. There is no use 
in looking over the report which their own attorneys made. 

Mr. Rivers. I think, Mr. Chairman, it strengthens it. If you put 
too much responsibility on these Government bureaus, you will never 
dispose of it to start with. 

Mr. Doytue. The record is clear. That is what I want. 

The Cuairman. Is there any objection to adding, striking the word 
“and” in line 16, between “‘clerical’”’ and ‘“‘stenographic,” and add a 
comma, and following the word “stenographic’’, add the words “‘and 
professional’’? 

(No response.) 

The CuatrMan. Without objection, it is adopted. 

Mr. BLANpForD. Section 7 (a) [reading]: 

The Commission shall invite, upon adequate notice and advertisement, bids for 
the purchase of the Government-owned rubber-producing facilities, hereafter re- 
ferred to as the facilities. The period for the receipt of bids shall be determined 
and publicly announced by the Commission, and in no event shall be less than 
forty-five days, nor more than ninety days, after the first day for which bids have 
been advertised. All data concerning such facilities which in the judgment of the 
Commission, may be reasonably required for the bona fide submission of a bid 
shall be furnished by the Commission upon request of the bidder. 

Now, section 7 (a) directs the Commission to advertise for bids for 
the purchase of the rubber-producing facilities. Here the Commission 
is given rather wide latitude for it may take some time before the Com- 
mission is in a position to advertise for the bids. But once the Com- 
mission has advertised for bids, they must be submitted not less than 
45 days after the first day for which they have been advertised, and 
not more than 90 days after the first day for which they have been 
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advertised. This subsection also gives the bidder the right to request 
information concerning the facilities upon which he proposes to bid. 

There was no objection from the witnesses with that change from 
the original bill. There was no objection from any of the witnesses 
who appeared before the committee. 

Mr. Vinson. Mr. Chairman. 

Mr. Vinson. Did the subcommittee go into the question as to the 
type of notice, or how can a prospective bidder ascertain? Shouldn’t 
te say that it must be published somewhere or filed in the official 

ederal Register and somebody know something about it? Now, 
somebody might not know anything about it unless they have some 
agency down here to keep up with the Commission, what they are 
going to do. We are going to advertise for bids. Whenever you 
advertise for bids, you always say that it will be published in periodi- 
cals and things like that, so the public can know something about it. 

Mr. Buanprorp. Well, that question wasn’t discussed, Mr. Vinson, 
but I think if you were dealing with a subject that came as a surprise 
to people you would be in a different situation. 

But anybody who is interested in purchasing one of these facilities 
knows all about it. 

Mr. Vinson. Well 

Mr. Bianprorp. And all of them were right here in the committee 
room when we held the hearings. 

Mr. Vinson. Yes, but that makes it more important that the 
whole country know something about it, because there are only 6 or 
7 large concerns that might be interested. 

Mr. BLanpForp. Oh, no. 

Mr. Vinson. I don’t 

Mr. Duruam. 680 rubber consumiag people. 

Mr. BuLanpForp. That is right. 

Mr. Vinson. All | want is everybody have an equal notice of what 
going on. 

Mr. Buanprorpb. Well, “Publicly announced,”’ of course, I would 
assume, would mean newspaper advertisements, the same as General 
Services Administration or War Assets advertised in the New York 
Times, the Herald Tribune—— 

Mr. VINSON. Just so it is published. 

Mr. BuLanprorp. I think it is obvious, will be from these hearings, 
that we intend that they shall be advertised in trade magazines and in 
newspapers throughout the country. 

The CHarrMAN. Mr. Miller. 

Mr. Mrmr. I was just going to ask Mr. Vinson if publication in 
the official record—what is the name of it. 

(Chorus of ‘Federal Register.’’) 

Mr. Miter. Federal Register, wouldn’t serve? 

Mr. Vinson. I don’t care. I have no suggestion. I justi wanted 
to bring it out. 

Mr. Coxz. Mr. Chairman, that question arose in my mind as we 
were going through the bill and I felt that | was willing to leave it up 
to the Commission, which is charged with the responsibility of getting 
the biggest price and making the best deal they can for the Govern- 
ment. 

Mr. Buanprorp. That is right, Mr. Cole. 

Mr. Cote. They are going to use all of the avenues of advertising 
that are possible. I think if we were to try to spell out in law where 
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they must advertise, we would limit it in such a way that they wouldn’t 
have as broad a coverage as if we left it up to them to let the public 
know fully about it. 

Mr. BuanpForp. I think you are correct. 

The CuarrMan. Without objection, section 7 (a) is approved. 

Mr. Van Zanpr. Mr. Chairman. 

Mr. CuarrmMan. Mr. Van Zandt. 

Mr. Van Zanpr. According to the agenda of the committee we 
were to listen to witnesses this morning on the Armed Forces Reserve 
Act of 1952. It is apparent now that we are not going to conclude 
this bill before noon. 

The CHarrMan. Yes. 

Mr. Van Zanpr. Therefore, I think it would be wise if we tell the 
witnesses sitting here and waiting to appear before us in regards to 
the Armed Forces Reserve bill that they will not hear them this 
morning. 

Mr. Jounson. That is before our subcommittee. 

The CuarrmMan. That was before your subcommittee? 

Mr. VAN Zanpvt. Yes. 

Mr. Jounson. I think it would be well to tell them. 

Mr. Smart. Mr. Chairman, before this meeting of the full com- 
mittee was scheduled Mr. Johnson’s subcommittee had plans for 
several days, to continue its hearing today. It was then decided 
that the witnesses of the subcommittee would appear here and would 
resume their hearing if the full committee got through expeditiously. 
Obviously, we are not going to. So the witnesses are here. 

Mr. Vinson. Excuse me. 

Mr. Smarr. I don’t know what the wishes of Mr. Johnson might be. 
A ie CuarirMan. Mr. Johnson, when would you like for them to be 

eard? 

Mr. Jonnson. We could hear those witnesses this afternoon, if I 
could get 3 or 4 committeemen to join me. 

Mr. Van Zanvr. No. There is the TVA coming up. 

Mr. Jounson. Just a general debate this afternoon. There will 
be no amendments. 

Mr. Van Zanpr. Atomic Energy. 

The Cuarrman. When could you meet? 

Mr. Jounson. Well, 1 would have to find out from my calendar. 
I could meet tomorrow. 

Mr. Wiuuson. We have a meeting scheduled tomorrow morning. 

Mr. Jounson. We have a meeting tomorrow, but we were going 
to take up something else. Could you come tomorrow, Colonel, with 
your group? 

Colonel Boyer. Yes, sir. 

Mr. Jounson. Come here tomorrow at 9:30. We will meet here. 

The CuairmMan. This rubber is stretching out over a longer period 
of time than we anticipated. I am sorry to keep you waiting. 

But you are excused for today. The chairman of the subcommittee 
will notify you of the next hearing, Colonel. 

Mr. Buanprorp. Section 7 (b) [reading]: 

Bids shall be in writing, and shall contain, among other things— 

(1) identification of the person in whose behalf the bid is submitted, 
including the business affiliations of such person; 


(2) the facility or facilities which are proposed to be purchased, and the 
order of preference if more than one facility is proposed to be purchased ; or 
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the order of preference if bids are submitted on more than one facility, if. 
only one facility is proposed to be purchased; 

(3) the arrangements or plans, formal or informal, for the supply of 
feedstock to, and the disposition of the end products of, the respective 
facilities proposed to be purchased; 

(4) the amount proposed to be paid for each of the facilities, and, if such 
amount is not to be paid in cash, then the principal terms of the financing 
arrangement proposed; 

(5) and such other information as the Commission may request in the 
notice and advertisement for bids, including the terms, conditions, restric- 
tions, and reservations contained in subsection (h). 

Now, 7 (b) is extremely important for this provision states what 
must be contained in the bids. This is a protection for the Govern- 
ment as well as the bidder. 

The bid must identify the person in whose behalf the bid is sub- 
mitted and must indicate the business affiliations of such person. 
Obviously, the Commission must know whom they are dealing with. 

Paragraph 2 of subsection 7 (b) permits bidders to submit bids on 
more than one facility and to state in the bid which facility they pre- 
fer. Since it is possible that a person may want to bid on more than 
one facility but purchase only one facility, the bill also authorizes a 
bidder to submit bids on more than one facility even though only one 
facility is proposed to be purchased. 

Paragraph 3 of subsection 7 (b) is of extreme importance to both 
the Commission and the bidder for it is on the basis of the informa 
tion contained in this requirement that the Commission will be able 
to determine the competitive pattern that will be established in the 
industry. This provision requires the bidder to state the plans or 
arrangements for the supply of feedstocks to and the disposition of the 
end products of the facilities expected to be purchased. 

For example, a bidder who proposes to purchase a butadiene facil- 
ity must indicate the source from which he anticipates he will obtain 
his butylenes or butane. 

In addition, the bidder must indicate to whom he anticipates he will 
sell the butadiene which he proposes to manufacture. It is possible 
that a bidder on a butadiene facility had made no firm commitments 
with regard to the sale of his butadiene. In that case, he would indi- 
cate that he would sell his butadiene on the open market at competi- 
tive market prices to those who would purchase butadiene for the 
manufacture of synthetic rubber. On the other hand, the bidder 
might indicate that he will enter into a contract of purchase for a buta- 
diene facility only if an adjacent copolymer plant is sold. 

A bidder on a copolymer facility will be required to indicate the 
source from which he expects to receive his styrene and butadiene, but 
his bid might be conditional upon the sale of butadiene facility to a 
company who has agreed to sell butadiene. 

And in addition, the bidders on the copolymer facilities must indi- 
cate what distribution of the end product is contemplated. For 
example, a prospective purchaser of a copolymer facility might be a 
tire manufacturer who intends to consume the entire production of that 
copolymer facility. On the other hand, the prospective purchaser 
may not be a manufacturer of rubber products and his bid might state 
that his product will be available on the open market to any potential 
consumer. 

The number of possible combinations are endless. And it is from 
this mass of information that the Commission will have the difficult 
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but necessary task of determining which sales will establish a true 
competitive pattern. 

The Commission will be charged, as will be explained in a later part 
of the bill, with the responsibility of assuring the Congress that no 
person, by purchasing a facility or facilities, will possess unreasonable 
control over the manufacture of synthetic rubber or its component 
materials. 

All things being equal, it is anticipated that the high bidder who 
submits a Bx fide bid and who can demonstrate his competence to 
operate a synthetic-rubber facility will be the bidder with whom the 
Commission will negotiate, But obviously, if a bidder should be the 
high bidder on a facility which will give him unreasonable control, the 
Commission will then have to negotiate with the next qualified bidder 
but on the basis of the high bid submitted. 

Mr. Rivers. Right there, Mr. Chairman. Isn’t that right there, 
to cut down, obviously, any combination in restraint of trade or 
collusion by any group of manufacturers? 

Mr. Buanprorp. Absolutely. 

Paragraph 4 of subsection 7 (b) is mechanical in nature and requires 
the bidder to indicate the amount proposed to be paid for each of the 
facilities and the manner in which the facilities will be financed. 

Paragraph 5 of subsection 7 (b) gives the Commission the authority 
to require additional information in the bid including the terms, con- 
ditions, restrictions, and reservations which are contained in the 
national-security clause which will be imposed for a period of 10 years 
upon the sale of all facilities. 

Shall I continue? 

The Cuarrman. Well, I think you have given a very comprehensive 
and clear analysis of those provisions. 

I am impressed, before you go into this thing, of the marvelous job 
this subcommittee has done. Without objection to subsection (b)—— 

Mr. Vinson. I just want to ask one question. 

The CHarrMANn. You want to ask a question? 

Mr. Vinson. I just want to ‘ask a question. 

Now these terms that must be set out or complied with were they 
prepared by the industry? 

Mr. Buanprorp. Oh, no. 

Mr. Vinson. What? 

Mr. BLanprorp. No, no. 

The Commission will prepare these terms. 

Mr. Vinson. No, I am talking what is written here in the bill, 
these things that are being set out. 

Mr. BLanprorp. Well—— 

Mr. Vinson. The bids shall be in writing, shall contain among 
other things, 1, 2, 3, 4, 5, and go on down. 

Now, it is so technical and goes in such various phases of disposal— 
was that prepared by the big group, the rubber industry? 

Mr. BLANDForRD. This prepared? 

Mr. Vinson. Yes. 

Mr. Buanprorp. Mr. Chairman, the rubber industry had no part 
in the wording of one word in this bill. 

Mr. Vinson. All right. 

I just want that in the record. 

e CuarRMAN. But it has met with their approval. 


1257 


Mr. Buanprorp. Yes, sir. 

The CHarrMan. Not only the big but the little men. 

Mr. BLanpFrorp. Yes, sir. 

Mr. Bares. Ex post facto. 

The CuarrMan. I think Russell Blandford is the boy who wrote it. 

Mr. Vinson. All right. 

Let’s let the record show that the industry did not set up any of 
these suggestions. 

Mr. BuanpFrorp. No, sir. 

The CuHarrman. No, sir. 

Mr. Vinson. By which the bids shall be submitted. 

Mr. BLanprorp. No, sir, not one word. 

The CHatrMan. Mr. Bates. 

Mr. Bares. Mr. Chairman, this (b) (3) here is a very far reaching 
section. It has reference to plans, future plans, that these various 
companies might have, and in view of the statement of Mr. Shafer 
earlier as to the prospective changes, tremendous advances in the 
industries, the question I have in mind is just what real value you 
are going to derive out of such a section and whether or not these 
plans that they submit are in the final analysis going to be binding? 

Mr. BLanprorp. They will be binding in their bid. The only way 
that the Commission can possibly figure out whether you are going 
to have a competitive pattern is to find out what they are going to do 
with their end products. 

Mr. Bares. Well, after they procure these various plants, there is 
nothing obligatory on their part to have these products produced 
and disposed of in the same way in which they were indicated when 
they submit their proposal. 

Mr. BuanpForpb. That will be submitted in their bid and be deter- 
mined by the Commission as to whether they will be required to 
manufacture in a noncaptive market, or whether they will be able 
to consume their own production. It may be that the Commission 
may insist that a percentage of their production will be available to 
the consumer. But we are not going to try to tie the hand of the 
Commission at this point on what they will require in their bids. All 
you are trying to find out is whether or not when you sell these plants 
you will have a competitive pattern. Now, certainiy, many condi- 
tions may arise thereafter which will change that situation. That is 
what you have antitrust laws for. 

Mr. Jounson. Mr. Chairman—— 

Mr. BLanpForp. But the only thing we can do is to find out now 
how they propose to sell their end products. It may be they will 
agree then in their bid that for a period of 2 years their production 
will be available in the open market. But at the same time, they 
themselves might increase their own consumption, increase their 
own production, and at the end of 2 years they might want to con- 
sume all of their own products. 

You can’t tie them down to that sort of thing. 

Mr. Bates. There are many things that a company might want to 
do that aren’t in contravention of the law. 

Mr. Buanprorp. Absolutely. 

Mr. Bares. And therefore, wouldn’t come under the antitrust sug- 
gestion which you made. 

But the point I would like to make clear, from the remarks which he 
made, Mr. Chairman. 
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The CuarrMan, Yes. 

Mr. Bares. Is that the Commission will have the authority to 
specify as they see fit stipulations in regard to the purchase of these 
particular plants. 

The Cuarrman. I might say to the gentleman from Massachusetts, 
I was rather impressed with the restrictive nature, myself, as the 
gentleman from Massachusetts. But the industry seems to have 
interposed no objection. They interposed no objection to this. You 
have to have pretty tight control and rein on it. 

Mr. Bares. The Commission can expressly state period of time or 
purposes for which these plants shall be used if they so desire. 

Mr. Vinson. If they so desire they could. They could ask for any- 
thing in the bid they want. 

We are giving them plenty of latitude in that respect. 

Mr. Jounson. Is there anything in here about the prohibition 
against a resale, or in the alternative would the Commission have the 
right in selling these to put a clause in there prohibiting their resale 
to competitors? 

Mr. Bianprorp. That could be in the terms of section 7 (h). They 
could put in a provision in the bidding that these plants would not be 
resold or if they are resold they would have to be resold with the 
approval of the Attorney General. 

Ar. Jounson. In other words, they could put clauses in there that 
would insure us against a combination of these plants getting together 
and owning all of them. 

Mr. BuanpForp. That is right. ‘Terms, conditions, restrictions, 
and reservations.” 

Mr. Jounson. All right. 

Mr. Buanprorpb. Which will assure their availability for a period of 
10 years. 

Mr. Duruam. Remember, there is nothing in the world to prevent 
any company, Firestone or Goodyear, from going out and building one 
of these plants today and producing synthetic rubber. They can 
build these plants. They own the patents already. They pooled 
them for the Government. 

Now, they are going back to the industry, you see. So they can go 
out and build any number of rubber plants, synthetic-rubber plants 
they want to. 

So what we are trying to do here, you see, is to take care of these 680 
little consumers of rubber that have been getting their supplies through 
this medium. 

The CuarrMan. That is right. 

Mr. Duruam. In this interim here where we hold all of this rubber, 
synthetic production. 

But you know these big companies are going to expand these plants 
and go out and build plants in the future. 

The CHarrMan. Mr. Gavin. 

Mr. Gavin. The gentleman from North Carolina has had consid- 
erable experience in this matter. 

I am wondering if he is of the opinion that there could be enough 
restrictions put on in this legislation that these corporations may not 
even be interested in bidding on them. 

Mr. Durnam. We may have a white elephant here on our hands. 

Mr. Gavin. Yes. If you put in enough restrictions, they may say 
“all right; let the Government operate the plants.” 


Mr. Duruam. They can walk out tomorrow and build their own 
plants. 

Mr. Gavin. What is your opinion of this situation, overall picture? 

Mr. Duruam. I have already expressed it. If you tie this down to 
the point where the Commission will have no authority to deal with 
these companies in a businesslike manner, why, you will get yourself 
in position where you won’t sell your plants in 1954. 

Mr. Vinson. The Commission can sell it upon any other terms. 

The CHarrMan. Yes. 

Mr. Vinson. But whatever bid is submitted must deal with these 
things in here. 

Mr. BianpForp. Yes, sir. 

Mr. Vinson. They don’t have to accept it. 

Mr. Buanprorp. That is exactly right. Because the bill says “and 
shall contain among other things——”’ 

Mr. Vinson. That is right; exactly. 

The Cuarrman. All right. 

Without objection, we will accept or approve (b). 

Mr. BLanprorp (reading): 

(c) Should it become necessary to the effective prosecution of the disposal 
program, the Commission may, after the termination of the period for the entry 
of bids provided for in subsection (a) of this section disclose the contents of the 
bids at such time, in such manner, and to such extent as it deems appropriate. 

This is purely a mechanical provision. 

The CHarrMan. Yes. 

Mr. BLaNnpForb. So they can deal with the bidder and tell him 
what the bid was? [Continues reading:] 

(d)— 


The CHarrRMAN. Without objection, we approve (c). 

Mr. BLANpFrorp (reading): 

Bids shall be accompanied by a deposit of cash or United States Government 
bonds equal to ten per centum of the gross bid, but not exceeding $500,000 for 
each facility. Except in the case of successful bidders, deposits made hereunder 
shall be refunded without interest and not later than upon the termination of 
the period for congressional review as provided in section 9 of this Act. In the 
case of successful bidders, deposits made hereunder shall be applied, without 
interest, to the purchase price. 

Mr. WickersHam. Mr. Chairman, | would like to ask one question 
right here. 

The Cuarrman. Mr. Wickersham. 

Mr. WickersHAM. Is there any provision made for recapture of 
these plants and reuse in the event of mobilization? 

Mr. Bianprorp. Not recapture, not the use of that expression, 
Mr. Wickersham. 

Mr. WickersHAM. Or repurchase? 

Mr. Buanprorp. If they violate the terms of the conditions, 
restrictions, reservations and limitations that are contained in section 
7 (h) the Government would repossess, and I will get to that in a 
few moments. 

Mr. WickersHAm. I mean, though, in the event of an all-out war, 
is there any way we can secure —— 

Mr. BLanprorp. You will do it the same way you would take 
over anything else. 

Mr. WickersHAM. One other question I want fully cleared up, if I 
could get it: 
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Did these companies in their discussion with you indicate whether 
they would use the facilities for the synthetic rubber or is it the 
desire of most of them to convert to the natural rubber? 

Mr. Buanprorp. Mr. Wickersham, with the present demand for 
eg rubber, they are going to manufacture and sell synthetic 
rubber. 

Mr. WickersHam. And they so indicated? 

Mr. Buanprorp. But if they want to reconvert to some other use, 
they are going to have to reconvert in such a way that it can be 
converted back to the manufacture of synthetic rubber mighty quickly. 

Mr. WickrersHAM. One more question: 

Do you contemplate appraising, the Commission having an appraisal 
made of these plants? 

Mr. Buanprorp. An appraisal has already been made by the 
Parsons firm, which is in possession of the RFC. We have not 
seen it. 

Mr. WickersHam. All right. 

Mr. BLanpForp. But it will be available to the Commission. 

Mr. Vinson. May I clear this up? 

The CHaArrRMAN. Yes. 

Mr. Vinson. The successful bidder gets credit on his deposit for 
interest. 

Mr. Buanprorp. No; just the other way. 

Mr. Vinson. No. 

The CHAIRMAN (reading): ‘“‘Applied without interest to the pur- 
chase price.” 

Mr. Vinson. Let’s see. He puts up his $500,000. It may be 2 
or 3 months before it is consummated. During that time he gets 
credit, under the language as I see it, for interest, there being the 
successful bidder. 

The CHairnman. No. 

Mr. Buanprorp. The word on line 18, Mr. Vinson, is “without 
interest.”’ 

Mr. Vinson. It says: 
in case of successful bidder, deposits made heretofore shall be applied without 
interest to the purchase price. 

Mr. BuanpForp. That is ‘without interest.”’ 

Mr. Norsuap. Line 15 says ‘‘without interest,’’ too. 

The CHatrMAN. No interest. He gets no interest. 

All right; without objection, we approve (d). 

Go to (e). 

Mr. BLaNnpForp (reading): 

(e) Payment of the purchase price may be made in part by a first-lien purchase- 
money mortgage, in an amount not to exceed 75 per centum of the purchase price. 
The terms of any such mortgage obligation, to be determined by negotiation, shall 
provide among other things for a maturity of not more than ten years, periodic 
amortization, and an interest rate of three per centum per annum. 

Mr. Vinson. Wait one minute, Mr. Blandford. All right. 

Mr. BLaNnpForp. That means a 25 percent downpayment and 3 
percent mortgage money. 

Mr. Norsuap. Is that the Eisenhower administration interest rate 
currently prevailing? 

Mr. BLanpForp. That interest rate received considerable discussion. 

Mr. Bennett. That was the committee’s last good thought. 
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The Cuarrman. Any objection to subsection (e)? 

(No response.) 

The Cuarrman. Allright. (f). 

Mr. BLanpFrorp (reading): 

(f) Promptly after termination of the period for the receipt of bids, pursuant 
to subsection (a) of this section, and for such period thereafter not to exceed four 
months as may be determined and publicly announced by the Commission, it 
shall negotiate with bidders for the purpose of entering into definitive contracts 
of sale which shall be binding and effective as to the Government and the bidders, 
subject only to the other provisions of this Act: Provided, That the President 
may, upon a finding that further time for negotiation is desirable, extend such 
period for an additional period, not to exceed ninety days. 


Now, it will be during this period that the Commission will seek to 
enter into definitive contracts of sale which will attain the three 
major objectives outlined in the President’s letter, together with the 
other criteria established by the bill. 

It is also during this period that the Commission will consult with 
and obtain the advice of the Attorney General whether, insofar as 
the Attorney General can determine, the proposed sales would tend 
to create or maintain a situation inconsistent with the antitrust laws. 
[Reading:] 

The Cuarrman. Any objection to (f)? 

Mr. Buanprorp. May I| suggest that we amend the bill to delete 
the quotation marks? Why they are in there, I don’t know. On 
line 14 and 24, that is. 

The CuarrMan. All right. 

Mr. BLanpFrorp (reading) : 

(g) In conducting these negotiations, the Commission shall, within a reasonable 
length of time, but in no event less than forty-five days, prior to the completion 
of these negotiations, consult with and obtain the advice of the Attorney General 
whether insofar as the Attorney General can determine, the proposed sales would 
tend to create or maintain a situation inconsistent with the antitrust laws. At 
any time during the negotiation period the Attorney General may request, and it 
shall be the duty of the Commission to furnish, such information concerning the 
prospective purchasers and the prospective contracts of sale as may be in the 
possession of the Commission. 

This language was inserted at the request of the Assistant Attorney 
General in charge of antitrust affairs. The language originally con- 
tained 30 days. The Assistant Attorney General agreed that 30 days 
was sufficient. He later wrote a letter to the committee suggesting 
60 days. We compromised at 45 days, which seems to be agreeable 
to everyone. 

The CuarrMan. Eliminate the quotation marks from lines 14 and 
24. 

Mr. Jounson. Mr. Chairman, could I ask a question? 

The CHarrMan. Yes. 

Mr. Jounson. Mr. Blandford, the other day when Mr. Celler was 
here, he set down I think three points which would insure against any 
group peneanrag a trust that owned these properties. 

Could that be handled by the notices or by the regulations in 
section (b)? 

Mr. Buanprorp. We will get to that in section 17, Mr. Johnson, 
with the criteria—when we establish the criteria that the Commission 
must operate under. 
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The CuarrMan. Without objection, (g) is approved. (h). 

Mr. BLAnpForD (reading): 

(h) All contracts of sale and instruments in execution thereof shall contain a 
national-security clause having terms, conditions, restrictions, and reservations 
which will assure the prompt availability of the rubber-producing facilities for 
the production of synthetic rubber and the component materials thereof for a 
period of ten years from the date of the contract. 

That is the safeguard to make sure that we maintain and keep 
these facilities in condition so that they can produce synthetic rubber, 
and we have it there for a long period—10 years—which is approxi- 
mately 5 years longer than the average national security clause pro- 
vision. 

Mr. Vinson. Mr. Chairman, would you classify that as a recapture 
clause? 

Mr. Buanprorp. No; it is not a recapture clause as such, Mr 
Vinson. 

The CuarrMan. But it makes the facilities available in case of an 
emergency. 

Mr. Vinson. Now, may I ask you: Have you a recapture clause? 

Mr. BLanprorp. Not for these, and we deliberately did not put a 
so-called recapture clause in because the theory is this: that if we go 
to war we will seize any industry we want anyway, and if you put a 
recapture clause in this bill, the bidders will seize upon that as a method 
of depreciating the value of the plants. 

It is unnecessary, and can only be costly to the taxpayers. 

Mr. Vinson. Anyhow, we have it so that, whatever the contract, 
that will include a national security clause having terms and conditions 
which insures the country that in case of national emergency we can 
get synthetic rubber? 

Mr. BLANpForD. Yes, sir. 

The CuairmMan. And we make it a period of 10 years, rather than 
the usual 5. 

Without objection 

Mr. Durnam. The reason there, is that these plants deteriorate 
pretty rapidly. 

Mr. BLANpForD. Yes, sir; 10 years is just about their life expectancy 
at this point. 

The CHarrRMAN. (i). 

Mr. BLANDFoRD (reading): 

(i) All contracts of sale shall become fully effective upon the expiration of the 
period for congressional review provided for in section 9 of this Act, and the 
transfer of possession of all of the rubber-producing facilities to be sold shall be 
made as prompltly as is practicable after the effective date, in accordance with 
the terms of the contracts, but in any event within a uniform, reasonable transfer 
period, but in no event beyond June 1, 1954. 

Now, that is a very important provision because it establishes a 
definite target date for the transfer of the facilities. It is necessary in 
order that the bidders may know when to expect possession, for with- 
out such a date no bidder could anticipate possession, and as a result, 
his bid would have to reflect varying amounts depending upon the date 
of transfer. 

The committee realizes that it is possible that this date cannot be 
achieved. Assuming that the Commission were appointed August 1, 
1953, and that bids were advertised on September 1, 1953, a 90-day 
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period could then elapse. This would mean the beginning of a 
negotiation period on December 1, 1953. 

Negotiations could terminate on April 1, 1954. Then the Commis- 
sion has until May 1, 1954, in which to submit the contracts to the 
Congress, and thereafter the Congress has 30 legislative days in which 
to disapprove the report. All of this could transpire, therefore, before 
June 1, 1954, but it presupposes (a) that the bids will be advertised for 
on September 1, 1953 (b) that the President will not exercise his 
authority to extend the negotiating period for an additional 90 days 
and (c) that Congress will not adjourn for more than 3 days during the 
month of May, 1954. 

Recognizing this, the committee is still of the opinion that a definite 
target date is in order, for any delay beyond June or July of 1954 
might well carry disposal over into 1955 at considerable loss to the 
taxpayers. Thus, the committee has inserted a transfer date of 
June 1, 1954. 

If such a date proves unfeasible, or if events indicate that disposal 
cannot be effected prior to that date, the date can be extended by 
legislation. 

Bidders, however, should be permitted to submit different bids 
for each facility conditional upon the transfer date, and such bids 
should be considered as bona fide bids, if the bids are bona fide in all 
other respects. 

The CuarrmMan. I hope you ean reach your target, but I doubt 
whether you will be able to. 

Mr. Buanprorp. It is conceivable that we may not, Mr. Short. 
The only thing that impressed me, and I am sure the other subcom- 
mittee members, when the people testified here, is that it is a little 
hard to tell somebody how much you are going to give them for a 
house if you don’t know when you are going to move into it. 

Mr. Durnam. There are 600,000 people employed in this industry. 
You mustn’t forget that. You had to set a target date. 

Mr. BLanprForp. Yes, sir. 

Mr. Vinson. Mr. Chairman. 

The purpose, then, Mr. Blandford, is to get the Government out 
of the rubber business by June 1, 1954. 

Mr. BuanpForp. That is the target date, Mr. Vinson. 

Mr. Vinson. That is the target date. 

Now, does that in any way conflict with section 9, wherein Congress 
has a voice in the matter? 

Mr. BLuanprorp. No; it would conflict to this extent: that if 
Congress did not get the plan, we will say, until the 15th of May, 
and they have until the 15th of June or perhaps until the Ist of 
July, depending upon whether they would adjourn during May, it 
would then be necessary for this committee to enact legislation which 
would amend that June | date. 

Mr. Vinson. Then it is foreseeable that it could be a conflict. 

Mr. Buanprorp. It could be in conflict; ves. 

Mr. Vinson. Then, if that is true, why do we draft laws that are 
going to have a conflict? Why not try to make them dovetail in? 

Mr. BLanpForp. Well, as far as I am concerned, if you made this 
language—instead of saying ‘‘but in no event beyond June 1, 1954,” 
if you added the words “but, if practicable, not beyond June 1, 
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1954,”’ you would still have a target date to aim for, but you would 
not require an amendment to the law. 

Mr. Vinson. That is correct, exactly. 

Well, I think, now—because you don’t want to get in position where 
you are going to have a conflict with another objective, and another 

rovision of the bill. And of course we could say, and say correctly 
the House: “Our objective and our aim is to get the Government 
out of this and wind the thing up by June 1, 1954.” 

Mr. BLanpForp. Well, I think 

Mr. Vinson. But 

Mr. BLanprorp. I think you are right. 

Mr. Vinson. What? 

Mr. BuianpForp. I think you are right. 

Mr. Cote. I don’t agree with you. I think we should say ‘“‘here is 
the job, go ahead and do it, get it done.” 

Mr. Vinson. All right. 

Mr. Co er. If next April, May, we find there is a longer time re- 
quired, it would just take two days to pass a resolution changing June 
to September. 

Mr. Vinson. Of course, I agree you should have a positive-provision, 
if it doesn’t conflict with some other section, and it does conflict with 
section 9. 

Mr. Core. It doesn’t conflict with anything. 

Mr. Buanprorp. Mr. Vinson, I might suggest this: 

Mr. Vinson. Yes? 

Mr. BLanprorp. Might I suggest this, which might be better: 

Instead of inserting a June 1, 1954 date, since the Commission is 
going to go out of existence under the bill on June 30, anyways, that 
we change that date from June 1, 1954, to June 30, 1954. 

It might give enough additional leeway so that you would not have 
to amend the law. 

Mr. Bennerr. That would be better. 

Mr. BLanprorp. All we are attempting is to create some type of a 
target date. 

Mr. Vinson. That is right. I am thoroughly in accord with that. 

The CuarrmMan. I see no objection to leaving it June 1. 

Mr. BLanprorp. There is no objection to it. If you are going to 
sell these things, you are going to know it pretty soon, and if vou are 
not going to sell—— 

The Cuarrman. All right. 

Without objection, we will approve section (1). 

Go to (j). 

Mr. BLANpForD (reading) : 

(j) Upon termination of the transfer period, as provided in subsection (i) of 
this section, the Department, agency officer, Government Corporation, or instru- 
mentality of the United States designated from time to time by the President 

ursuant to subsection (a) of seetion 7 of Rubber Act of 1948 (62 Stat. 101, 50 
t 8. C. App. 1921), as amended, shall make no further sales ot synthetic rubber 
and its component materials except as otherwise provided in this Act. 


That means the Government goes out of business selling rubber. 

Mr. Vinson. Where is that, Mr. Chairman? 

Mr. Buanprorp. I didn’t read all of the language here, because 
all of this language means the Reconstruction Finance Corporation. 

Mr. Vinson. Oh, yes. You didn’t read that. 

The CuatrMan. It means what? 
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Repeat that. 

Mr. Buianprorp. It requires the Government agency operating 
the Government-owned facilities to cease selling synthetic rubber and 
its component materials except as provided in the next subsection, 
upon termination of the transfer period. 

It just puts the Government out of business; that is all. 
Mr. Wickinavisas. It doesn’t prevent them from stockpiling 
natural rubber? 

Mr. Buanprorp. No; this has nothing to do with stockpiling of 
natural rubber. 

The CuartrMan. Well, without objection, (j) is approved. (k) 

Mr. BLANnpForp (reading): 

(k) Following the termination of the transfer period, the Department, agency, 
officer, Government corporation, or instrumentality of the United States desig- 
nated from time to time by the President pursuant to subsection (a) of section 7 
of the Rubber Act of 1948 (62 Stat. 10, 50 U. 8S. C. App. 1921), as amended, shall 
offer for sale to prior consumers on a pro rata basis determined by previous 
purchases during calendar year 1953, at the— 

I suggest the word “‘price”’ be provided in lieu of the word ‘‘rate”’ on 
line 6 

The CuHatRMAN. Substitute “price” for ‘‘rate.”’ 

Mr. BLANpDForD (continues reading): 
immediately prior to the termination of the transfer period, synthetic rubber 
held by such Department, Agency, officer, Government corporation, or instru- 
mentality of the United States herein referred to. Synthetic rubber not disposed 
of at the end of one vear following the termination of the transfer period shall 
be transferred to the Government stockpile, pursuant to the provisions of Public 
Law 520, Seventy-ninth Congress, without cost. Component materials-—— 

Mr. Brooks. I am not quite following you, Mr. Blandford. 

Mr. BLanprorp. This is on line 12 of page 8, Mr. Brooks. 

Mr. Brooks. Yes; I think you skipped some of it, though, didn’t 
you: 

The CuairMan. Go a little more slowly; just a little more slowly 
there. 

Mr. BLANDForRD (reading): 

Synthetic rubber not disposed of at the end of 1 year following the terinination 
of the transfer period shall be transferred to the Government stockpile, pursuant 
to the provisions of Public Law 520, Seventy-ninth Congress, without cost 
Component materials held by such Department, agency, officer, Government 
corporation, or instrumentality of the United States herein referred to, shall be 
offered for sale to purchasers of the facilities on a bid basis. 

Now, I would like—I don’t want to take too much time of the com- 
mittee, but I think this is extremely important: 

Subsection 7 (k) presupposes the creation of an inventory of 
synthetic rubber to be available for purchase by rubber consumers 
at the end of the transfer period. It would appear that some reduction 
of synthetic rubber may result after the facilities are placed in the 
hands of private industry, although such reduced production will only 
be temporary. 

Purchasers of facilities may wish to make modifications in produc- 
tion methods; new plants for steam or electricity may have to be 
constructed; and other requirements may force shutdowns for a short 
period of time. 

To prepare for this situation, it is necessary for the agency now 
charged with operating the facilities, to build up an inventory of syn- 
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thetic rubber to be available for rubber consumers for a short period 
after the transfer period. The committee has no way of knowing the 
amount of synthetic rubber that must be available in the inventory 
of a 2-months supply of synthetic rubber, then it would appear advis- 
able for consumers to prepare for this eventuality. Under present 
procedures, purchasers of synthetic rubber are only required to give 
the Reconstruction Finance Corporation firm orders for 30 days in 
advance of delivery. 

This is extremely beneficial to the purchase, but places the Govern- 
ment in the position of having to plan production, determined from 
industry estimates, far beyond a 30-day period, but based only on 
30-day firm orders. 

It would seem appropriate, therefore, to solve the inventory problem 
by requiring industry to place firm orders with the Reconstruction 

inance Corporation for 6 months in advance of delivery and, upon 
enactment of the proposed legislation, let industry begin to build its 
own inventory. 

By the time the transfer period arrived, industry would have an 
inventory, in its own warehouses, sufficiently large to carry them 
through the transfer period. That would be large and small 
consumers, alike. 

Any synthetic rubber still in the Reconstruction Finance Corpora- 
tion inventory would then be sold on a pro rate basis to prior purchas- 
ers, using the history of their purchases during 1953 as the coae for 
such distribution. The selling price of such synthetic rubber would 
be the last price charged by the Reconstruction Finance Corporation 
before the termination of the transfer period. Any rubber not sold 
after 1 year would be placed on the Government stockpile. 

Feedstocks, present a different problem, for storage facilities do not 
exist for the accumulation of any large inventory, either by the Gov- 
ernment or private industry. This, in itself, is all the more reason 
why industry should purchase additional synthetic rubber prior to 
the termination of the transfer period. 

However, any feedstocks remaining after the transfer period 
terminates, will be sold to purchasers of the facilities on a bid basis. 

The committee realizes that difficult decisions must be reached in 
connection with increasing or maintaining the present production of 
synthetic rubber. Obviously, to build up an inventory, and produce 
sufficient synthetic rubber to allow industry to build up its own in- 
ventories, will require the continuing operation of the aleohol butadiene 
facilities. 

However, if Congress should reject the Commission’s report, then 
a more expensive butadiene has been produced, which will cut into 
net profits of the synthetic rubber program. ? 

This can be solved, however, by requicing industry to place firm 
orders for synthetic rubber, 6 months in advance of delivery, and 
will eliminate any possibility of an accumulation of synthetic rubber, 
partly based on the higher cost alcohol butadiene. 

Mr. Vinson. Mr. Chairman, let me get this. Then, to sum up 
what you said, as I caught it, then the inventory must be built up 


— the sale and requiring the consumers to order 6 months in 
advance. 

Now, why isn’t that in conflict with the whole philosophy of the 
bill, to get the Government out of business? 
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Mr. Buanprorp. Well, Mr. Vinson, we have a problem. We have 
a situation which we all recognize, that in any transfer period there 
may well be a let-down in production for a short period. We don’t 
know how long the period will be. We have had varying estimates. 

Now, under the present procedure, industry places 30-day firm 
orders for delivery. At the same time, they tell the RFC what their 
guesstimate will be for consumption for the next 6 months. So RFC 
produces on the basis of guesses for the next six months, but sells on 
the basis of 30-day firm orders. 

Now, no business would operate that way. This has been a nice 
thing for the industry. But I think it is time it stopped. It is a 
system under which the Government has been taking all the risk and 

e purchaser taking no risk. 

Now, there is no reason why in building up this inventory, industry 
itself can’t make an effort to build up some inventory of its own. 

And I am not talking about just large producers. I am talking 
about the small ones, also. There is no reason why they can’t ware- 
house rubber for their own use for a short period of time, instead of 
letting the Government do it for them, as they have been for the 
many years in the past. 

And why should the Government get stuck with all of this rubber, 
particularly the high-cost alcohol butadiene, if that is what they are 
trying to eliminate. 

Let industry, as they should have been saying all along, say “We 
think we can consume so much rubber over the next 6 months, and 
we give you a firm order for it.” That is the way everybody does 
when they are in any other kind of a business. You couldn’t function 
on a 30-day basis. Why not make industry assume some of the 
responsibility of this? 

Mr. Vinson. But here is the way it occurs to me: We are getting 
ready to get out of the business and just before we are getting ready 
to get out of the business you are speeding up your inventory and 
creating a large surplus of it, and then to get rid of it at the same 
time, you say industry shall place orders 6 months in advance. 

Mr. Bianprorp. What you are doing——— 

Mr. Vinson. If I want to get out of the business, of any business, 
J want to taper off and not speed up. 

Mr. BLanpForp. If you taper off you will create a very nice situa- 
tion for natural rubber producers, I will guarantee you that. You 
will shoot the price of natural rubber up 10, 15 cents a pound. 

Mr. Duruam. Just this: We are trying to shift this thing into 
industry of the country, and let them hold the bag. We have been 
holding the bag in this thing. They have some responsibilities. 

Mr. Vinson. Mr. Durham, I am just thinking out loud. Here is 
what the proposal is from his explanation. 

We are going to sell. We set a target date to get rid of it. But 
before we get rid of it we are going to speed up and try to produce 
more and on the other hand say to industry ‘‘You must come in, to 
keep up from having any when we close up, and you must buy 6 
months in advance.” 

Mr. BLanprorp. What is wrong with that? 

Mr. Vinson. It is a very peculiar way to do business. When you 
are getting rid of everything, you want to get rid of as much inventory 
as you can. 
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Mr. Buanprorp. You recall the three directives we had from the 
President were to protect the small consumer 

Mr. Vinson. I don’t want to take the time of the committee. 
Go ahead. 

The CuarrMan. It seems to me what you are doing is creating a 
little surplus and cushioning the shock. 

Mr. BLanpForp. Particularly to the small consumer, that is who 
we are interested in. 

Mr. Duruam. There are a group of 680 small consumers. They 
are important. You have to take care of them. 

Mr. Vinson. What assurance have you that you won’t be caught 
with a large quantity on hand? 

Are they forced to take it? 

Mr. Buianprorp. Well, if the committee will approve this report 
and can twist the RFC’s arm so that they will go on a 6-months 
firm basis order, there will be no loss to the Government involved 
or any possible loss. 

Mr. Duruam. Don’t forget this. We imported some synthetic 
rubber last vear, Mr. Chairman. 

The Caarrman. Without objection 

Mr. Brooks. Mr. Chairman, along that line, I am certainly in 
rabid with the proposition of transferring these plants to private 
industry. 

Is the situation in the market of rubber such that we have to worry 
about whether there is going to be a maldisposition of rubber at the 
time these plants are transferred? 

Mr. BLanprorp. You have to worry about it, Mr. Brooks. 

Mr. Brooks. Is this the proper time, then? 

Mr. Bianprorp. You couldn’t—I think if you tried to create a 
situation favorable for disposal, you couldn’t come upon a more favor- 
able time, because you are going to have a small—according to the 
estimates—surplus of natural rubber available next year. You are 
going to consume practically every pound of synthetic that you 
produce. 

Therefore, you are going to get the maximum price for your facilities. 
You are going to have the least amount of disruption in industry and 
in the rubber markets when you sell these plants. 

You will never find a more ideal situation for disposing of the 
facilities. 

Because when you reach a point where there is no demand for syn- 
thetic rubber, nobody wants the plants, and then you have to compel 
the usage. When you reach a point where there is a surplus of natural 
rubber, you have that situation. On the other hand, when you reach 
a point where you have a tremendous demand for synthetic rubber 
and there is a shortage of rubber throughout the world, then you are 
giving a gold mine to industry. 

As it is, you have a perfect balance now and you couldn’t ask for a 
better situation. 

The Chairman. You made that very clear at the beginning of your 
statement. Is there any objection to section (k)? If not, it is ap- 
proved. 

That brings us to section 8. 

Now, it is obvious, members of the committee, we can’t finish this 
bill this morning. I think perhaps if we could 
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Mr. Buanprorp. Mr. Chairman, since we can’t finish the bill, 
then could I ask another question on the section we have just ap- 
proved? 

The CuHarrman. Yes. 

Mr. Brooks. I thought maybe we could finish and I was perfectly 
willing to keep quiet just for the purpose of helping the committee 
finish. 

The Cuairman. It is all right. 

Mr. Brooks. I would like to ask this: Since this is an ideal time, 
why isn’t your provision for Government stockpiling unnecessary? 
Why not just close down and turn the surplus over to the stockpile? 

Mr. BuanpFrorp. Well now —— 

Mr. Brooks. Then aren’t you through with your problem? 

Mr. Buanprorp. No, Mr. Brooks. You are running into a very 
dangerous situation. In the first place, we are not talking about stock- 
puing synthetic rubber except any that might be left over and all the 
rubber that would be left over when we get through vou could store on 
top of this table. 

The situation is this. There is a demand for synthetic rubber. 
There is a demand for natural rubber. They are in good balance 
right now insofar as supply and demand is concerned. We realize 
that when a man purchases a plant, he may want to make some modi- 
fication. Some of these facilities may require a purchaser to build his 
own powerplant, which may take 2 or 3 months to construct. That 
may take that unit out of production. 

We don’t want to create a situation in which there is such a shortage 
of rubber that the rubber prices will go sky high in the natural rubber 
market. Because that is not advantageous to anyone. It doesn’t 
help the natural rubber producer. It may help the middleman, but it 
doesn’t help the natural rubber producer, and it doesn’t help the 
Nation. 

We are trying to keep the balance here that we now have. 

Mr. Vinson. May I interrupt. 

That is the theory, then, of the section we have just discussed, 
which was requiring a large inventory. 

Mr. Buanprorp. Requiring an inventory of sufficient size to pre- 
vent anv chaotic condition being created in the market. 

Mr. Vinson. That is all right. 

The CuatrMan. Before members leave, Mr. Hess has a short reso- 
lution here which his subcommittee needs very much and I think Mr. 
Smart can read it quickly and we should act on it before we recess 
until 10 o’clock tomorrow morning. I hope that we can meet at 10 
tomorrow morning, and finish this bill. 

We have approved everything down to section 8 on page 8, line 18. 
And after we take action on this resolution, the committee will stand 
in recess until 10 o’clock tomorrow morning. If you will all be here 
promptly, I am sure we can finish the bill. 

Mr. Smart. Mr. Chairman, and members of the committee, the 
purpose of this resolution is that under the present precept for Mr. 
Hess’ Defense Activities Committee, he can’t appoint subcommittees 
from within his committee with the authority perhaps to go away 
from this city to take testimony, to administer the oath and to issue 
subpenas. The purpose of this resolution is to give him that authority 
to create other subcommittees from his subcommittee of lesser num- 
bers. 
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Mr. Vinson. Mr. Chairman, | move the resolution be approved. 
Mr. Smarr. That is the sole purpose of the language. 
The CuHarrMan. Without objection, it is so ordered. 
_ The committee will stand in recess until 10 o'clock tomorrow morn- 
ing. 

(Whereupon, at 11:55, a. m., a recess was taken, to reconvene at 
10 a. m., Wednesday, June 17, 1953.) 


House oF REPRESENTATIVES, 
ComMITTEE ON ARMED SERVICES, 
Washington, D. C., Wednesday, June 17, 1953. 

The committee met, pursuant to recess, at 10 a. m., Hon. Dewey 
Short (chairman of the committee) presiding. 

Mr. Vinson. Mr. Chairman, if you are going to start now, let me 
ask 1 or 2 preliminary questions. 

Mr. Blandford, what does the record show— 

The CHarrmMan. This is off the record. We haven't started. 

Mr. Vinson. I want this on the record. 

The CuarrMan. Wait. Let’s come to order. 

Mr. Youatem. Mr. Chairman, may I be heard for a moment-——— 

The CuarrmMan. The committee will be in order. 

When the committee recessed at noon, counsel had read the bill 
down to section 8, line 18, on page 8, and all provisions down to that 
point were approved by the committee. 

I think if we will allow the counsel to proceed and read each section 
and give the brief explanation, it will answer most of the questions 
that are in our minds. And I am eager for us to finish by 11 o'clock 
this morning because Mr. Johnson’s subcommittee on reserves has a 
very important meeting today, and we want to give him all the time 
necessary. 

Did you want to be heard at this point? 

Mr. Youatem. For a brief moment. That I may identify myself 
to the members of the committee—— 

The Yes. 

Mr. Youatem. My name is Morton Yohalem. I have been in 
charge of the disposal matters for the RFC for the past year. We 
were not informed of the reconvening of the hearings, and I regret to 
say that I wasn’t here yesterday. 

I should like to say that we have certain comments and, if you will, 
criticisms, of the revised draft, additional to those that were made by 
Mr. Cravens at the opening of the hearing, and I am available to the 
committee if the committee desires to hear me on any of them. 

Mr. Bianprorp. Mr. Chairman, may I say that Mr. Shafer had 
Mr. Cravens from the RFC appear before the subcommittee and after 
hearing the RFC testimony the subcommittee wrote the bill, which is 
the normal procedure. If the RFC have comments on the bill the 
proper place to make the comments is before the Senate Armed 
Services Committee. 

Mr. Vinson. I don’t agree with that at all, Mr. Chairman. 

May I be heard? 

The CHatrman. Yes. 

Mr. Vinson. Before I take up the subject matter just mentioned 
by the witness I would like to get this for the record: 
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Mr. Blandford, do the hearings indicate what was the net return 
to the Government for the last fiscal year? 

Mr. Bianprorp. The hearings do not indicate it, Mr. Chairman. 
There is a financial report in the RFC disposal report, which indicates 
that there was a profit, I believe, of some $21 million, on net operations; 
if 1 am not mistaken. 

Mr. Duruam. We had a copy of it in the record. 

Mr. BLanprorp. Yes; this was available to all members of the 
subcommittee. 

Mr. Vinson. Then the record shows, the hearings show, that the 
operation netted to the Government last year, how much? 

Mr. Buanprorp. I believe it was $21 million. 

Mr. Vinson. Now, $21 million net. 

Mr. Buanprorp. That was the net profit on operations. 

Mr. Vinson. What? 

Mr. Bianprorp. Of course, that was a net profit. 

Mr. Vinson. I haven’t had the opportunity to read the hearings, 
but I am just asking you to give the information. 

Then there was $21 million net? 

Mr. BLANnpForD. Yes, sir. 

Mr. Vinson. Now, another question: 

Does the record show—the number, I think you stated yesterday, 
was how many plants? 

Mr. BuianpForp. Twenty-eight plants that will be sold. 

Mr. Vinson. Twenty-eight plants. 

Does the record show what the capital investment originally was? 

Mr. Buanprorp. The record will show it with this report. In 
other words, the report will show, and I believe the record indicates 
the disposal program, and shows the cost at January 1, 1946, the cost 
at December 31, 1952, the depreciation reserve as of December 31, 
1952, and the net book value. 

Of course, we have disregarded the net book value in that entirely, 
because it is not a true value of the plant. 

Mr. Vinson. What does that show? 

Mr. BLanprForpb. Well, the net book value would only show for 
the copolymer plants, for example, $76 million. 

Mr. Vinson. Well, what is the total? Let’s don’t break them 
down in different units. What is the total? Put it this way, to 
go back: 

What was the total capital investment? 

Mr. Buanprorp. The Reconstruction Finance Corporation’s dis- 
posal report indicates that the net book value of existing capital 
facilities in the synthetic-rubber program as of December 1, 1952, 
is $172,600,000 after taking into consideration depreciation in the 
amount of $351 million. 

Now, the report states further: 

It is important to note, however, that prior to June 30, 1946, while the syn- 
thetic-rubber facilities were being operated as a wartime emergency project, rub- 
ber was not sold at a price sufficient to cover operating costs and this resulted 
in a net operating loss from inception of the program through June 30, 1946, of 
$211 million. 

As noted, this was due to the Government’s policy of pricing rubber during 
this period without sole regard to cost. From June 30, 1946, through December 
31, 1952, the program has reported a $12 million profit for the 6.5 year period, 


26066—58—No. 27——6 


| 


1272 


resulting in a net operating deficit of $199 million from inception through 
December 31, 1952. 

The operating results are after deductions of all operating costs, including 
operating and standy depreciation in the respective amounts of $399 million 
and $68 million. 


The program sustained a further loss following the wartime emergency upon 
disposal of certain of the synthetic-rubber facilities. This loss on disposal plus 
other nonoperating losses total $74 million. In order to arrive at the unrecovered 
investment of the American people in the synthetic-rubber facilities, the total of 
the operating deficit plus the loss on plant disposal to date, plus the net book 
value of the remaining facilities must be considered. 

This results in $446.4 million as the unrecovered cost to the American people 
of the syathetic-rubber facilities as of December 31, 1952. 

Mr. Vinson. All right. 

Then put it this way: Then the cost to the Government is four- 
hundred-and-some-odd million. 

Mr. BLanprorp. $446 million. 

Mr. Vinson. That is the capital investment as it stands today. 

Mr. Bianprorp. Well, that is including a $200 million war loss. 

Mr. Vinson. All right. 

Well, that includes, or excludes 

Mr. Buanprorp. No; that includes it. 

Mr. Vinson. How did the thought become prevalent and the state- 
es frequently made that we had a capital investment of some $720 
million? 

Mr. Buanprorp. That was the original investment in the fifty-some 
odd facilities that were in the original program. 

Mr. Vinson. Then the picture is now: The value of the plants now 
is some $400 million. 

Mr. Buanprorp. I would not make that statement, Mr. Vinson. 

Mr. Vinson. Well——— 

Mr. Buanprorp. The unrecovered 

Mr. Vinson. I mean not the value, but the investment. 

Mr. Buanprorp. The unrecovered investment of the American 
people, including the wartime loss, is $446 million. 

Mr. Vinson. And the record also shows last year there was a net 
profit of $20 million. 

Mr. Bianprorp. Twenty-million-some-odd dollars, 

Mr. Vinson. $20 million. 

Mr. Buanprorp. Of course, there has been a total—— 

Mr. Vinson. That is all along that line, Mr. Chairman, I wanted in 
the record. 

Now, may I ask one more question? 

The CuarrMan. I am sorry that these general questions couldn't be 
asked at the beginning or at the end of the hearing, because when we 
start reading the bill section by section you get it all messed up. 

Mr. Vinson. This is not messing it up. 

The CuarrMan. Well, go ahead and ask the question. Then we 
are going to continue the reading of the bill. 

Mr. Vinson. I have rights in this committee, and I am going to be 
courteous, and I think it is nothing but right and proper. I am not 
trying to interfere with the passage of the bill, but I do want certain 
information for the record. 

Now, I would like to get this information: 

Has this bill been submitted to any executive department for 
comment? 


| 


1273 


Mr. Buanprorp. This bill; no. 

Mr. Vinson. That is all. 

Mr. Buanprorp. This bill is not the bill that was submitted. 

Mr. Vinson. Has this bill been submitted to the Budget? 

Mr. Buanprorp. No. 

Mr. Chairman, if you will recall the letter from the President 

Mr. Vinson. I understand that. I am just asking the question. 

Mr. BuanpFrorp. No; we did not. We did what the President 
asked. We wrote the bill. 

Mr. Vinson. Then the record shows this bill has not been submitted 
to any executive department. 

Mr. Buanprorp. Not this bill. This was introduced last 

Mr. Vinson. That is right. I won’t interfere. We can take it up 
section by section. 

Mr. Duruam. It doesn’t have to be. 

Mr. Vinson. Of course it doesn’t have to be. 

The CHarrMAN. It is news to me that the gentleman from Georgia 
has depended upon the executive department of the Government at 
any time in his long tenure of office to write legislation. 

Mr. Vinson. I certainly have not. But nevertheless, I have no 
hesitancy in putting in the record whether it has been submitted or 
not submitted. 

The CHarrmMan. All right, we will proceed now to section 8. 

Mr. BLanpForp. Section 8. Section 8 (a) [reading]: 

Upon the termination of the transfer period the rubber-producing facilities 
which shall not have been sold shall be taken out of production and placed in 
adequate standby condition as promptly as practicable consistent with sound 
operating procedures. At any time after the termination of production, such 
facilities may be transferred without reimbursement or transfer of funds to the 
General Services Administration and administered in accordance with the provi- 
sions of sections 6, 7, 8 of the National Industrial Reserve Act of 1948 (62 Stat. 
1227, 50 U.S. C. 456-458), as amended, or to such other agency as the President 
may designate for administration in such manner as he may direct, except that 
(1) no such facility, shall thereafter be operated as a rubber-producing facility 
for the account of the Government except pursuant to further Act of Congress; 
(2) no such facility, other than aleohol-butadiene facilities, shall be leased for 
operation as a rubber-producing facility at any time; and (3) no such facility shall 
be disposed of by sale witpin a period of three years from the termination of the 
transfer period, and in any subsequent sales, the Government agency acting 
under authority of this section shall within a reasonable time and in no event less 
than forty-five days prior to the sale or sales secure the advice of the Attorney 
General as to whether the proposed sale would tend to create or maintain a situa- 
tion inconsistent with the antitrust laws. 


Now, this is an extremely important provision which requires all 
the unsold facilities to be placed in standby and thereafter maintained - 
and administered by the General Services Administration, in accord- 
ance with the National Industrial Reserve Act. As a guaranty to 
private industry that the unsold facilities will not be operated in 
competition with the facilities purchased by private industry, this 
section provides that no facility can be operated as a rubber-producing 
facility for the account of Government, except pursuant to an act 
of Congress. 

In addition, no facility can be leased, under any circumstances, 
for operation as a rubber-producing facility, except the alcohol- 
butadiene facilities. There are two alcohol-butadiene facilities, and 
in all likelihood, they will not be sold, for they cannot compete, 
over a period of years, with petroleum-based butadiene. 
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However, there may be a short-term need for alcohol-butadiene, 
if cost differentials between alcohol-based and _ petroleum-based 
butadiene are not too great. Thus, the bill permits these facilities 
to be leased, subject to recapture and a national-security clause, as 
provided in section 9 (f). 

Finally, as further protection to the purchasers of facilities, the 
proposed section prohibits the sale of facilities in standby for a period 
of 3 years from the termination of the transfer period. Any such 
sales thereafter made must be with the advice of the Attorney General 
insofar as antitrust laws are concerned. 

Mr. Vinson. May I ask a question? 

The Cuarrman. Yes. 

Mr. Vinson. Then I understand this section that it may be sold 
by different units, different units of the plants may be sold? 

Mr. Buianprorp. No. I don’t follow your question, Mr. Vinson. 

Mr. Vinson. Well, for instance, there are a great many different 
units; are there not? 

Mr. Buanprorp. That is right. 

Mr. Vinson. That is right. 

Now, you can sell one unit and certain other units are not sold. 

Mr. BLanprorp. No. When I have finished reading the bill, you 
will see if we don’t sell the capacity to produce 500,000 tons there 
will be no sales. 

Mr. Vinson. Then, what was running through my mind: If we 
didn’t sell certain units, those units stood in standby. 

Mr. BLANnpForp. Yes. 

Mr. Vinson. And could not be operated on 

Mr. Buanprorp. For the account of the Government. 

Mr. Vinson. In competition with the units that have been sold? 

Mr. BuanprForp. That is right. 

Mr. Vinson. That is what we are driving at. 

Mr. BuanpForp. That is right. 

Mr. Vinson. Then it will be sold by units if any one wants to buy 
it by units. 

Mr. BuanpForp. If there are enough purchasers for a capacity 
sufficient to produce 500,000 tons, that is right. 

Mr. Vinson. And then the standby units must stand then in stand- 
by conditions for a period of at least 3 years? 

Mr. BLanpForp. That is correct. 

They can’t be sold for a period of 3 years. 

Mr. Vinson. All right. That is all, Mr. Chairman. 

Mr. BuLanpForp. Section 8 (b). 

Mr. Jounson. Mr. Chairman. 

The Caarrman. Mr. Johnson. 

Mr. Jonnson. This provision regarding the antitrust laws: In other 
words, before they can transfer this property they must be assured by 
the Attorney General that the possession by the buyer will not contra- 
vene any antitrust law; is that correct? 

Mr. BLanpForpb. They secure the advice as to whether the proposed 
sale would create or tend to create a situation inconsistent with the 
antitrust laws; that is correct. 
icin is on these plants that are in standby that after 3 years may 

sold. 

The Cuarrman. Any objection to subsection (a) of section 8? 
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(No response.) 

The CHarrman. Subsection (b). 

Mr. BLanpForp (reading): 

(b) Whenever any transfer to any Government agency is made pursuant 
to this section, all unexpended funds budgeted as provided in subsection (e) of 
section 9 for standby and maintenance in such condition shall also be transferred. 
It is merely a mechanical provision. 

The CHarrMan. Without objection, approved. 

Mr. BLANDFOED. Section 9 (a) [reading]: 

Not later than thirty days after the termination of the negotiating period 
provided in section 7 of this Act, the Commission shall prepare and submit 
to the Congress a report setting forth— 

(1) the steps taken to elicit bids and the bids which have been received; 


(2) the principal terms of all sales contracted for and the commission’s recom- 
mendations in respect thereto; 


(3) In the event that there may have been a financially more advantageous 


Mr. Vinson. Mr. Chairman, may I interrupt. 

We have read section 9. 

Mr. BLanprorp. Yes, sir, we have. 

The CuHarrmMan. We read that yesterday. 

Mr. Vinson. That is right, we all understand what it is. 

The Cuarrman. If there is no objection, we will approve it. You 
mean the whole section? 

Mr. BLANpForpb. Yes, we read the whole section. 

Mr. Vinson. We read the whole section in its entirety. 

The Cuarrman. Yes. 

If there was no objection raised then, I just wonder whether any 
member has any questions this morning on that section? 

(No response. ) 

The CuarrMan. Without objection, then, we will approve section 9, 
and go to section 10. 

Mr. Buianprorp. Section 10 [reading]: 

At the expiration of 1 year after the transfer period or as soon thereafter as the 
Congress is in session, the President shall report to the Congress concerning the 
Nation’s rubber requirements and resources. 

It is merely a mechanical provision to find out—— 

Mr. Vinson. Mr. Chairman, may I find out: What do you interpret 
that to mean? 

Mr. BuLanprorp. That means that the President will submit a 
report to the Congress, stating how much rubber we need, what our 
capacity is to produce, what our resources for production are, how 
much expansion there has been in the synthetic rubber field. 

Mr. Vinson. Now, what is the purpose of it? Now, we have sold 
the plants. 

Mr. BLanprorp. You might want to pass—— 

Mr. Vinson. Wait 1 minute, Mr. Blandford. 

We have sold the plants and we are completely out of business. 

Now, why should the President be required to say that the country 
needs so much synthetic plants. That is entirely up to private in- 
dustry then. 

What has the Government to do with it then? 

Mr. BLanpFrorpD. You might have some plant in standby as I pre- 
viously indicated which will require an act of Congress for them to 
operate for the account of the Government and there might be a 
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shortage of a sufficient amount of synthetic rubber to justify the Pres- 
ident recommending so the Congress that they pass a law. 
Mr. Harpy. You might also need to find out whether or not we 
need to build some more plants. 
F Mr. Bennett. It might be a gentle hand on private industry to 
o their 
Mr. Vinson. Let’s try to be consistent there. Here we are getting 
completely out of business, Mr. Chairman, and yet, we are calling 
upon the President— 
at the expiration of one year after the transfer— 
that is a sale— 


or as soon thereafter as the Congress is in session, the President shall report to 
the Congress concerning the Nation’s rubber requirements, and resources. 

‘ Now, I can’t see any harm it does and I can’t see any justification 
or it. 

Mr. Buanprorp. Well, if you go back to page 9, you will see that 
provision on line 5 which says: 
no such facility shall thereafter be operated as a rubber-producing facility for the 
account of the Government except pursuant to further act of Congress. 

Now, the President might want to recommend to the Congress that 
the plants that are in standby 

Mr. Vinson. Well, is that consistent, what we are doing? 

Mr. BLanprorp. Well, it is consistent 

Mr. Vinson. We are out of the business, Mr. Blandford. 

The CaarrmMan. Not completely out of business, because you have 
some plants in standby. 

Mr. Duruam. You have the stockpile—— 

The CuarrMan. Wait just a minute. Let’s be patient and take 
one ata time. We will get along much better. 

Mr. Buanprorp. I have no strong feelings one way or the other. 
I think it is a sound provision. 

Mr. Vinson. I won’t move to strike it out. I just want to under- 
stand. We are out of the business and yet we are going to call on 
the President. Why don’t you do that with oil and some other things. 

Mr. Bianprorp. Some other committee might well require it. We 
have jurisdiction over rubber, so we can require it. 

Mr. Duruam. Mr. Chairman. 

The CHarrmMan. Mr. Durham. 

Mr. Duruam. The stockpile act wasn’t only to stockpile rubber. 
We also know as a body something about the production rate of items 
in this country and other things. 

Mr. Vinson. Then that is the more justification, then, to enable 
us to keep our stockpile. 

Mr. Buanprorp. Of course, the stockpile act requires a report 
twice a year. But this is in addition to it, to supplement it. 

The CHatrmMan. Mr. Bennett. 

Mr. Bennetr. My answer was somewhat along the line that Mr. 
Durham has stated. 

In the committee, it seems to me to be clear that there was a value 
in this, because we have required in the bids certain showing that 
there was going to be a production of synthetic rubber in the future, 
and that is one of the things we are looking to see is going to happen. 
And this will allow us to lay a gentle hand on the back of these people 
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going into this industry to see to it that they bona fide produce 
this rubber. 

If thev don’t produce it, we may have to get back in the field. 

Mr. Vinson. All right. 

Mr. Bates. Mr. Chairman. 

The CHarrMan. Mr. Bates. 

Mr. Bates. As I read this, this requires only one report, at the end 
of 1 vear or as soon after that as the Congress is in session. I think 
we are more interested in the problem than merely that. We are 
certainly interested in this over a period of time. 

Mr. Bianprorp. No; I think what you want is an analysis of what 
is the situation a vear after the plants have been turned over to 
private industry: where do we stand in rubber now that we have 
private industry running these plants. 

Mr. Bares. Isn’t all that information available in your stockpiling 
reports? 

Mr. BLanpForp. No; it wouldn’t be, because it doesn’t deal with 
synthetic rubber. 

Mr. Vinson. Mr. Chairman 

Mr. Bares. You say—it says ‘‘the Nation’s rubber requirements,” 
which would include natural rubber. 

Mr. BuLanprFrorp. It will include natural rubber, but the Stock- 
piling Act will not refer—they could stockpile synthetic rubber, but 
they are not stockpiling it. So normally the stockpiling report 
confines itself to natural rubber, plus all the other items in our stock- 
pile. This just merely asks the President to tell the Congress what 


. the situation is with regard to rubber throughout the Nation. Where 


do we stand; how much can we produce? 

Mr. Vinson. Now, Mr. Chairman, may I say: It might be correct 
to interpret this section as one which could let Congress know whether 
we made a good trade or else we may have to get back in the business. 

Mr. BLANDForD. It may be interpreted that way. 

The CuarrMAN. Without objection, we will approve section 10. 

Proceed. 

Mr. BLANpDForD (reading): 

Sec. 11. The term ‘“rubber-producing facilities’? as used in this Aet shall not 
include the Government-owned evaluation laboratory at Akron, Ohio. 

We do not want to sell the Government evaluation laboratory at 
Akron. We went into considerable discussion on that in the sub- 
committee. The subcommittee was of the unanimous opinion that 
the evaluation laboratory at Akron was valuable and should be 
operated, at least should be retained—perhaps operated on a reduced 
basis, but should be retained because there are still fields of rubber 
research peculiar to the military that might have to be evaluated at 
that laboratory. It is a safeguard to retain that evaluation laboratory 
at Akron. 

The CuarrMan. Without objection, it is approved. 

Mr. BLANDFoRD. Section 12 is mechanical. [Reading:] 


All final net proceeds from disposal of the rubber-producing facilities shall be 
covered into the Treasury as miscellaneous receipts. 


Mr. Vinson. O. K. 
The CHarrMAN. Without objection. 
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Mr. BLanpForp. Section 13 [reading]: 


The sales, leases, or other dispositions made prior to the enactment of this Act, 
pursuant to subsection (b) of section 9 of the Rubber Act of 1948 (62 Stat. 101), 
as amended, shall not be affected by this Act. 

It is merely mechanical] in nature, merely protects sales, leases, or 
dispositions made prior to enactment, of the proposed legislation 
pursuant to the Rubber Act of 1948. 

We sold the neoprene plants back in 1948. There is some other 
obsolete equipment that they might want to sell. This law will 
permit them to do it, which is just good—-— 

Mr. Vinson. May I ask a question? 

The Yes. 

Mr. Vinson. When those plants were sold, upon what terms were 
they sold? 

I mean by that 

Mr. BuaNnprorp. All of the plants had a—— 

Mr. Vinson. Was there a recapture clause? 

Mr. BuanpForp. A national security clause in them. I think in 
the case of the styrene plants 

Mr. Vinson. Wait one minute. As I understand, when we sold 
certain plants, there was a national 

Mr. BLANDForD. Security clause. 

Mr. Vinson. Security clause. What we generally classify as a 
recapture clause. 

Mr. Buanprorp. No; there is a distinction between a recapture 
clause and a national security clause. 

Mr. Vinson. What is the distinction? 

Mr. BuanprForp. Well, the distinction is that the national security 
clause actually can include a recapture clause, but normally a national 
security clause is a nonconversion provision or a guaranty to keep—— 
— Vinson. Well, is a national security clause provided for in this 

Mr. Buanprorp. We provided a national security clause for all 
facilities that will be sold under this bill. 

Mr. Vinson. So the same protection—— 

Mr. BuanpForp. No. Asa matter of fact, it is a greater protection 
because we require that it be for a period of 10 years. 

A lot of these plants were sold with only a 5-year national security 
clause, if I am not mistaken. 

Mr. Vinson. Then we are disposing of this, or providing the 
method to dispose of these, bearing in mind the national security a 
little bit closer than we did in the other plants. 

Mr. BuanpForp. That is correct. 

Mr. Vinson. All right. 

That is all, Mr. Chairman. 

The Cuarrman. All right. 

Section 14. 

Mr. BuanpForp. Section 14 [reading]: 

If no report is submitted by the Commission, or if the report submitted by the 
Commission pursuant to section 9 of this Act is disapproved by either House of 
the Congress, as provided in this Act, then the Rubber Act of 1948 (62 Stat. 101, 
50 U. S. C. App. 1921), as amended, shall be extended until March 31, 1956: 
Provided, That, notwithstanding the provisions of the foregoing section or section 


22 of this Act, if the Commission submits a report and it is not disapproved by the 
Congress, the Rubber Act of 1948 (62 Stat. 101, 50 U.S. C. App. 1921), as amended, 
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shall terminate at the end of thirty days after the expiration of the period for 
congressional review as provided in subsection (b) of section (9) of this Act. 

Now, this is extremely important, since it provides for an extension 
of the Rubber Act of 1948 to March 31, 1956, in the event that no 
report is submitted by the Commission, or in the event that either 
House should adopt a resolution disapproving the proposed sales. 

This provision will also keep the Rubber Act of 1948 in force for a 
veamuaiin period of time in the event it becomes necessary to enact 
aga extending the final date for the termination of the transfer 

eriod. 
! Thus, assuming it became necessary to extend the transfer termina- 
tion date from June 1, 1954, to August 1, 1954 (by amendment of the 
proposed legislation), then it would not be necessary to extend the 
Rubber Act to March 31, 1956, merely because additional time was 
required to effect the final transfer of the facilities to private industry. 

lf the report should be submitted by the Commission in June, and 
Congress remains in continuous session until July, and the period for 
congressional review passes without disapproval by either House, the 
transfer would be effected 30 days later, and 30 days after that, the 
Rubber Act of 1948 would expire. 

Mr. Vinson. Mr. Chairman, may I ask a question? 

The CHAIRMAN. Yes. 

Mr. Vinson. Then I understand it that if either House disapproves 
it, then the extension is until 1956? 

Mr. Buanprorp. ’56; that is right. 

Mr. Vinson. Now, what does this proviso do? I don’t exactly 
understand it. 

Mr. Buanprorp. Well, that is to take care of the situation where 
the report might be submitted at a later date—in other words, the 
report or the transfer period might approach and you might want 
to submit the report, and then the Rubber Act would terminate 
30 days after the report was submitted. 

For example, supposing the report is being prepared and before 
that date the period for the life of the Commission should terminate 
by the nature of the law here and Congress does not act speedily 
enough to extend that date. 

Then this will still permit the Congress to disapprove the sales 
and, if they are not disapproved, then the 30 days pass and then the 
Rubber Act will expire 30 days after the 30-day period has passed. 

The Cuarrman. The heart of this provision is that unless these 
plants are sold at a fair and equitable price and private companies 
produce this rubber, the Government is going to stay in the business. 

Mr. BLanpForp. That is right. 

Mr. Vinson. In other words, Mr. Chairman, it keeps the old law 
in effect? 

Mr. Buanprorp. Well, that is the basis of it; yes. 

Mr. Smart. If the sale fails. 

Mr. Coxe. Mr. Chairman, may I ask Mr. Blandford what would 
be the outcome of this situation where the Commission submits its re- 
port, Congress takes a look at it, and finds it is not acceptable in 1 or 2 
imstances? 

Mr. BLanprorp. The whole plan would be rejected. 
Mr. Coir. Now, why is that necessarily so? 
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Mr. Bianprorp. Well, in the first place, I think, Mr. Cole, that 
you should not have piecemeal sale of these plants. And one bad sale 
would negate the entire disposal program. 

Mr. Cour. Not necessarily. It just wouldn’t be sold. It would 
be put in standby along with the unsold plants. 

Mr. BuanpFrorp. Well, the report comes up like a reorganization 
plan. You can’t reject part and accept it. That is the theory. 

Mr. Cots. We are in process of doing it right now. We are accept- 
and rejecting part. 

Mr. Buanprorp. A very complicated procedure. 

Mr. Cote. I| think the committee should give serious consideration 
as to whehether it is not advisable to make it possible for the Congress 
to accept a part of the report, and reject a part. 

Why should we reject the sale of 25 plants, just because we don’t like 
the sale of the 26th. 

Mr. Buanprorp. Well, I think it adds to the integrity of the entire 
report. It puts a tremendous burden on the Commission and upon 
the purchasers. But if there is anything wrong with one of the sales, 
it certainly creates suspicion with regard to the remaiuing sales. 
And if the Commission can’t do a solid job on the entire disposal pro- 
fram, then I think it is perfectly sound to reject the entire program. 

here aren’t so many of these facilities that there could be a bad egg 
in them. 

Mr. Coz. Doing a good job and convincing Congress that you have 
done a good job are two different projects. 

Mr. thane steel Well, that may be, Mr. Cole. But if any—my 
own personal reaction: If any of these plants or any of these facilities 
are sold under such terms and conditions that the Congress objects 
to the sale of any one facility, then I think the entire program should 
be thrown out. 

Mr. Cour. Let me say I don’t agree with you at all. 

Mr. BLANpForp. Well 

Mr. Vinson. I think Mr. Blandford is absolutely sound, Mr. 
Chairman, because if you didn’t you would have to separate them 
and you would have a considerable amount of trouble and there would 
be enough kinks to cause the whole thing to have a hole in it. 

Mr. Bianprorp. I certainly agree with you, Mr. Vinson. 

Mr. Wixson. Mr. Chairman? 

Tbe Cuarrman. Mr. Wilson. 

Mr. Witson. Well, might not political objections, and not reason- 
able objections, be raised for, say, one or two plants in the industry to 
destroy the whole program? 

I think it is reasonable that might happen. 

Mr. Cots. Any variety of basis could be used—— 

Mr. Vinson. Valid reasons. 

Mr. Coe. It should be valid reasons, but not necessarily. 

Mr. Vinson. Congress isn’t going to go along and deal with those 
kinds of problems in that kind of a way. The welfare of the country 
comes ahead of any party. 

Mr. Mutter. In the event that one of these plants or one section 


of the report of the Commission was rejected by the Congress, it could 
be rewritten and resubmitted to meet those objections and then you 
could accept the whole thing. 

Mr. BuanpForp. It would require a complete amendment to the 
law, which would be the proper way of doing it. 
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In other words, if the Congress should reject this because they 
oppose the sale of one plant, vour rubber act is extended until 1956, 
but that would not preclude the committee from again rewriting the 
law and sending that report back to the Commission and saying in a 
letter that: 

We would approve all of the sales except this one and we will now enact legisla- 
tion which will permit you to advertise for this one facility. 

Mr. Miuuer. Well, as a matter of fact—— 

Mr. BLanpForp. It cen be done. You are not precluding disposal 
entirely, but the theory is—I think Mr. Vinson summed it up yester- 
day very succinctly. He said this has got to be like Caesar’s wife, 
above suspicion in every respect, and if there is one sale that is bad, 
then, by gosh, the entire program is bad. 

Mr. Brooks. Let me ask him, Mr. Chairman, if I may, this 
question? 

The Cuarrman. Mr. Brooks. 

Mr. Brooks. There is some doubt in my mind of the legality of the 
Congress passing judgment on this thing. 

Now this involves huge sums of money. Five of these plants are in 
Louisiana. But suppose this goes through and they submit a report 
back to the Congress recommending the sale of certain plants. Well, 
that consummates the matter, excepting for the approval of Congress. 
Suppose after that is the case, they take this to court and it is adjudged 
in court that Congress is exceeding its authority-—— 

Mr. BLanprorp. Who would take it to court?) Who would have 
the justiciable issue, Mr. Brooks? 

Mr. Brooks. The prospective purchaser. 

Mr. Buanprorp. Well, he—— 

Mr. Brooks. The real purchaser. 

Mr. BLuanprorp. He wouldn’t be contesting his ewn title. 

Mr. Bennetr. The taxpayers. 

Mr. Brooks. Suppose Congress would reject it? 

Mr. BLANpForD. The taxpayers would have no standing in court, 
because the courts have ruled time and time again that one taxpayer 
can’t contest a sale. 

Mr. Brooks. Well, the prospective purchaser could, if the Congress 
proceeded to reject it. 

Mr. BLanprorp. | don’t believe you could get it into court to start 
with, Mr. Brooks. 

Mr. Brooks. Well, assuming they get it in court. 

Mr. Buanprorp. Well, I don’t agree with you on your assumption. 
I don’t know how you would get it into court. 

Mr. Bennetr. You mean to say a taxpayer can’t object to a 
sale—— 

Mr. BLANpForp. A taxpayer can’t bring a suit to set aside a sale on 
this ground. 

Mr. Brooks. Why wouldn’t the prospective purchaser have a right 
to go into court? 

Mr. BuLanprorpb. The prospective purchaser is bound by the terms 
of the law under which he is purchasing the plant. 

Mr. Brooks. Insofar as the law is constitutional. 

Mr. Buanprorp. If this bill is unconstitutional, then every reorgani- 
zation plan that has been submitted to the Congress is unconsti- 
tutional. 
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Mr. Brooks. But part of a law could be constitutional and part 
unconstitutional. It is very easy to knock out one paragraph. 

Mr. Buanprorp. Yes, but the part of this which requires congres- 
sional review is as constitutional as any reorganization plan that has 
been submitted to the Congress. 

Mr. Brooks. Your holding is if it can’t get into the courts. 

Well, I don’t follow that at all. If this law can’t be passed on by 
courts, there is something wrong with our system. 

Mr. Buanprorpb. Well, now—— 

Mr. Brooks. But assuming that is the case, as I say, again, it comes 
back here. Then when it reaches us, there is no chance of it getting 
into court. 

Mr. BLanprorp. Well, I don’t see how the question of title can get 
into court. 

Mr. Vinson. Mr. Chairman, I hope we have a bill here that prob- 
ably doés preclude the courts from getting in it, because we know then 
what we intend to do. When the court gets over it, why they put 
their interpretation on it. And I compliment 

Mr. Brooks. The gentleman’s observations with reference to my 
questions are brilliant. 

Mr. Bennerr. But still don’t satisfy vou. 

Mr. Vinson. I wouldn’t agree on brilliant. 

Mr. Brooks. But nonetheless, I don’t believe, Mr. Chairman, 
that we pass a law that can’t be reviewed by a court, that is all. 

Mr. BLanprorp. I am not going to say that the law can’t be re- 
viewed by the courts, Mr. Brooks. I am trying to imagine in my 
own mind how you would arrive at an issue in the court on the sale 
of one of these plans. 

Now it is possible that an antitrust action could be brought, but 
that wouldn’t involve title. Once the Government vests title by an 
act of Congress, which this will be, which will approve the title, well 
I would rather have that title than any title in the world. 

The CHarrMaANn. Any objection to section 14? 

Mr. Vinson. Go ahead. 

The CuarrmMan. Proceed. It is approved. 

Section 15. 

Mr. BLanprorp. Section 15 [reading]: 

Thirty days following the receipt of bids, as provided in section 7 of this Act, the 
Commission shall submit to the Congress a report stating the amount of funds 
expended by or obligated by the department, agency, officer, Government cor- 
poration, or instrumentality of the United States designated from time to time by 
the President pursuant to subsection (a) of section 7 of the Rubber Act of 1948 
(62 Stat. 101, 50 U.S. C., App. 1921), as amended, for the repair, replacement, 
or maintenance or each synthetic rubber-producing facility for which bids have 
been submitted. Thereafter reports shall be made monthly until such time as 
the Congress shall have approved or disapproved the disposal recommended by 
the Commission. 

Now, there is no reason in being subtle about this. This is in here 
as a safeguard to dissuade persons who appear to be successful bidders 
and who are then operating the facilities bid upon from requesting 
large-scale repairs prior to transfer of the facilities to the bidder. That 
is exactly what it is there for. 

The Cuairmayn. It is O. K. 

Mr. BLanpForp (reading): 


Sec. 16. In arriving at its recommendations for the disposal of the facilities 
the Commission shall use, as the basis for negotiating the sale of each facility the 
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the highest bid submitted for each facility, if, in the opinion of the Commission, 
the high bid submitted was a bona fide bid and was submitted by a person com- 
petent to operate a rubber-producing facility: Provided, That the words ‘“‘compe- 
tent to operate a rubber-producing facility’? shall not be interpreted so as to 
require prior experience in the operation of a rubber-producing facility. 

That was inserted at the request of the Department of Justice, 
that last language. 

Mr. Vinson. That will preclude brokers who want to speculate 
on it. 

The CuarrmMan. That is right. 

Mr. BLANpDFoRD. Yes, sir. 

Mr. Vinson. That is right. 

Mr. BLanprorp. This is important and the report 

The Cuarrman. Like the ammunition contracts. 

Mr. Bianprorp. The report will be extremely important in 
defining what is a high bid here. 

The report will say— 


the committee is of the opinion that it is not unreasonable to assume that the high 
bid submitted on each facility will come more closely to the true value of the 
facility than any other method of determining value. Thus, the high bid sub- 
mitted for each facility will be used as the basis for negotiation, although this 
will not preclude the Commission from dealing with another bidder. 

Mr. Vinson. Wait one minute, Mr. Blandford. Are you trying 
to define what the Commission shall determine the high bid means in 
your report? 

Mr. BLanpForp. | am trying to show what a bona fide high bid is. 
I am trying to indicate—— 

Mr. Vinson. Don’t you think the facts and circumstances should 
be left entirely to the Commission? 

When you use the words “high bid,” why we don’t want to put a 
definition on it. 

Mr. Buanprorp. Well, I am not defining it. What I am trying to 
do is use as an example. I think if you will let me read, you will 
undersiand what I am getting at. 

It is conceivable that a bidder seeking to buy one facility might make 
an unreasonably high bid on another facility in order to force competi- 
tors to pay more for another facility. Or it is possible that a mistake 
might be made in the bid and upon examination of all other bids sub- 
mitted, the high bid might prove to be considerably out of line with 
the other bids submitted on the facility. Im such a case, the Commis- 
sion could determine that the bid was not bona fide in all respects and 
could negotiate with another bidder on the basis of his bid. 

In any instance, however, in which the Commission negotiates on 
the basis of a bid other than the high bid, the Commission will be re- 
quired to submit to the Congress a statement justifying its action. 

This section also qualifies the high bid submitted by requiring that 
it be submitted by a person competent to operate a rubber-producing 
facility. The section, at the suggestion of the Department of Justice, 
carefully provides that actual experience in the operation of a rubber- 
producing facility shall not be a requirement for determining whether a 
person is “competent to operate,’”’ because that would then be limiting 
your bidders to the present operators and we certainly don’t want to 
do that. 

Mr. Vinson. Now, what you just read, Mr. Chairman, I assume is 
going to be in the report with reference to section 16? 
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Mr. BLanprorp. Yes, sir. 

Mr. Vinson. Now, do you think, by dealing with the question of 
high bid, that you are putting restrictions on the Commission in 
reaching a decision as to what constitutes a high bid? 

Mr. Buanprorp. I don’t think so, Mr. Chairman. 

Mr. Vinson. All right. 

Mr. BLaNprorp. | am trying to indicate to the Commission that 
every bid that is submitted on a facility is not necessarily to be con- 
strued as the basis for negotiation, in the event that that bid is com- 
pletely out of line with other bids submitted. There has to be some 
type of a yardstick by which the Commission can determine whether 
there is a reasonable high bid submitted. 

I can conceive of a possibility of where a bidder might want one 
facility. Now, miad you, none of these contracts are binding. Some 
bidder will say: “I would like to bid on plant X.”’ 

That is the one he wants by preference. He will also bid on plant 
Y. Then he will bid on plant Z, which he really doesn’t want. But 
he may put in a whopping bid on that, purposely, so that his com- 

etitor will have to negotiate on that high oid that has been submitted. 
Yow that would be unfair, to require the Commissioa to hive to 
deal oa the basis of that high bid with the person who is goiag to 
purchase the plant. But the only way you can establish any kind of 
a value of these facilities is what people are willing to pay for them. 

Mr. Vinson. Well, provided you just don’t restrict the Commission 
by too close an iaterpretation of the words “high bid,” why, I have no 
objection. 

Mr. Bianprorp. Well, it is certainly aot a resérictior. 

Mr. Smarr. It is to help them. 

Mr. BLANpForD. Yes, it is aa interpretation to help them and not 
to hurt them. 

Mr. Vinson. A restriction by your interpretation. 

Mr. BLAnpForD. I would not in any way consider it a restriction. 

The Cuatrman. Mr. Bray? 

Mr. Bray. Mr. Blandford, I am not questioning what you have 
there, the way you were discussing it. But you mean when a person 
does submit a bid, that the Government could not be allowed to 
accept that bid without further negotiations? 

Mr. BLanpFrorp. Well, you have a whole rigamarole of criteria to 
go through here. Supposing X company submitted bids on 13 copoly- 
mer plants. You are not going to sell all the copolymer plants to 
one company. We have to have a competitive pattern involved 
here. That is the reason. But it is possible that a man might bid 
on 4 plants, but only end up buying 2. 

Mr. Bray. No, I understand that. And that is entirely proper. 
But what I am trying to bring out: your man that wanted to buy 
two plants and he bid on three and he bid an outlandishly high price 
on the third one. 

Mr. BuanpFrorp. That is right. : 

Mr. Bray. You mean to say that the Government then could not 
go in and accept his highest bid in that and let him have that plant, 
and he is low on the others, without any further negotiation? 

Mr. BLANpForD. They could accept it, but he states his preference. 
So supposing he says; 

“Well, I did submit that bid on that plant but I am not interested 
in buving it now. I stated my preference as to plant X and plant Y. 


1285 


ioe high bidder on plant X and plant Y. So I have lost interest in 
plant Z. 

Now we would be unfair to the other bidders to require them to 
meet the bid on plant Z, which might have been unrcssonably high 
and done deliberately to compel a competitor to go up to a much 
higher price in order to purchase the facility. 

Mr. Bray. I understand that. 

I don’t want to unduly continue this. But let’s say he was consid- 
erably distant from A and B which he wanted and he was high on C. 
I think the bidder would be taking a rather long chance on that, be- 
cause the Government could go in and accept his bid on C. 

Mr. Buanprorp. But he is not bound by it. He is not bound until 
he signs the contract. That is the whole point here. 

Because, Mr. Bray, you are dealing with an extremely complicated 
subject. 

Mr. Bray. I realize that. I don’t want to continue further. But 
I mean I have never run into quite that kind of Government bidding. 

Mr. Buanprorp. It is not as though you are buying peaches and 
apples. It is a question of dealing with enough companies so that you 
get a competitive pattern established. Now if you are going to put 
this thing up on a high-bid basis and just said “Now we have no 
reservations about antitrust, we have no reservations about anybody 
having unreasonable control over the manufacture of synthetic rubber, 
the bids will go to the highest bidder come hell or high water,’”’ then 
you could do what you suggest. 

Mr. Bray. I think I understand now. I don’t care to pursue it 
any further. But I didn’t quite understand it. 

Mr. Witson. Mr. Chairman? 

The CuarrmMan. Mr. Wilson. 

Mr. Wrison. Mr. Blandford, you are an attorney and you know 
whether or not this is permissible or not. I notice on line 13 of this 
act and also on line 4 of the next page you refer to person as a prospec- 
tive purchaser, is that correct? 

Mr. BuanpForp. We defined person in the latter part of the bill. 

Mr. Witson. O. K. 

The Cuarrman. .Mr. Cunningham. 

Mr. Cunnineuam. Mr. Blandford, as I understand this bill, if a 
man bids on 3 different plants or a company bids on 3 different plants, 
it will have to deposit $500,000 for each bid, won’t it? 

Mr. BLanprorp. That is correct. 

Mr. Cunnincuam. All right. Supposing he bids on Z, way high, 
and he doesn’t intend to take it. The Government keeps his $500,000. 

Mr. BLanpFrorp. No, sir, not unless a sale contract 

Mr. CunninauHam. Weil, it should. 

Mr. Buanprorp. No, not necessarily. Because he might submit a 
bid—now, I don’t want to give the impression that all of these people 
are going to go around thinking up insidious ways of forcing their 
competitors out of business. They may be, but not on this basis. 
The $500,000 deposit will accompany each bid, yes. But obviously, 
a bidder might say, “I will purchase or bid on a copolymer plant if the 
adjacent butadiene plant is sold.” 

Or, “I have made a commitment with a butadiene source and if 
that person is not the successful bidder on this butadiene plant, then 
I can’t negotiate this contract for the copolymer plant because | 
have no other source of butadiene.” There are countless combinations. 
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Mr. Cunnincuam. I see that. But it seems to me, from your 
explanation of this provision, we are opening the door to bidders who 
go in there and deliberately make bad faith bids in order to boost price 
for some other competitor. Isn’t there some way we can correct that, 
and close that door? 

Mr. Buanprorp. I don’t think you can invoke a penalty provision 
for a man to put in an unreasonably high bid. It might be a per- 
fectly justifiable mistake, just a mistake in a computation. 

A man might submit a bid and carry over an extra zero in his bid 
by mistake. 

Mr. Cunnrncuam. Well, is it necessary to give this preference on 
several bids and let the bidder take the preference? 

Mr. BLanprorp. I think it is necessary to let the bidder indicate 
which facility he wants. For example, he might be high bidder on 
several and he prefers this plant and if he is high bidder he should be 
given a preference on it, ves. 

Mr. Cunnincuam. Wouldn’t one way to get around it be to adver- 
tise each plant separately? 

Mr. Bianprorp. Well, they will be advertised separately, I am sure. 

Mr. Cunnincuam. And bid separately, at one time. 

Mr. Bianprorp. They probably will be bidding separately on each 
facility. But the bids will all be opened at one time, or the closing 
date will be. 

Mr. Parrerson. Will the high bid be considered an offer? 

Mr. Buanprorp. It will be considered a conditional offer. 

Mr. Parrerson. And then—when is the acceptance? 

Mr. Buanprorp. The contract becomes binding when the sales 
contract is submitted to the Congress. 

Mr. Parrerson. Well, couldn’t the Government interpret a bid 
as an offer? ‘ 

Mr. Branprorp. As a conditional offer. But, you see, the bill 
itself states when a sales contract becomes binding. 

The Cuarrman. Mr. Bennett. 

Mr. Bennerr. I think probably the answer to the question T was 
going to ask has already been answered. As I understand it, the 
only protection that the man on the Z bid who bid-number two would 
have is this phrase “a bona fide bid’? and you expect the Commission 
to be able to interpret that? 

Mr. BLAnprorpb. Yes. 

Mr. Bennerr. To arrive at the conclusion that one of these bids 
was a fantastically high bid, just for the purpose of getting somebody 
in trouble. 

Mr. BLanpForp. That is right. 

Mr. Jounson. Mr. Chairman. 

The Cuatrman. Mr. Johnson. 

Mr. Jonnson. Doesn’t this amount to this, that it leaves it all to 
the discretion of the Commission to determine what kind of bids are 
best adapted to the Government, and they consider the criteria men- 
tioned in section 17. 

Mr. Buanprorp. That is right. 

Mr. Jounson. Their judgment is what determines who is going to. 
get that bid. 

Mr. Bianprorp. The intelligence of the Commission that is ap- 
pointed will determine the success or failure of this program. 
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Mr. Jounson. That includes disregarding the high bid if they wish 
to? 

Mr. Buanprorp. If it is necessary, unless the high bid was a bona 
fide bid and then the other bidders have to negotiate on the basis of 
that. 

The CuarrMan. Without objection, section 16 is approved. 

Mr. Buanprorp. This section 7 is probably the most important 
provision in the bill. [Reading:] 

The following criteria among others shall be used by the Commission in arriving 
at its recommendations for disposal: 

(1) That the prospective purchaser has the technical competence necessary 
to operate a rubber-producing facility, except that prior experience in operating 
a rubber-producing facility shall not be required as a basis for determining whether 
a prospective purchaser has the technical competence necessary to operate a 
rubber-producing facility. 

(2) That adequate provisions in the prospective contracts of sale will assure 
that no person, by purchasing a facility or facilities, will possess unreasonable 
control over the manufacture of synthetic rubber or its component materials. 

(3) That the prospective purchaser is acting in good faith, and actually intends 
to operate the facility or facilities for the purpose of manufacturing synthetic 
rubber or component materials for the manufacture of synthetic rubber. 

(4) That fair value for the facility or facilities will be received by the Govern- 
ment. 

(5) That national security will be strengthened by sale of the facility or facilities 
to the purchaser. 

(6) That the purchasers— 


and this is extremely important— 

That the purchasers of the facilities will be capable of annually producing not less 
than 500,000 long tons of general-purpose synthetic rubber, and its component 
materials, and not less than 43,000 long tons annually of butyl rubber. 

Now, paragraph 1 of section 17 requires that the prospective pur- 
chaser possess the technical competence necessary to operate a rubber- 
producing facility but again carefully excludes as a requirement the 
necessity for prior experience in operating such a facility as a basis for 
determining such competence. 

This criterion is a national security requirement to assure that the 
purchaser of the facility has the ability to operate the facility. 

Paragraph 2 of section 17 is extremely important to the small 
consumers of synthetic rubber. 

This paragraph provides that the prospective contracts of sale 
must assure that no person, by purchasing a facility or facilities, will 
possess unreasonable control over the manufacture of synthetic 
rubber or its component materials. 

The committee intends that the words “unreasonable control” 
should be interpreted as meaning something less than a possible 
monopoly. There are provisions in the proposed legislation dealing 
with the antitrust laws. This criterion is to assist the Commission 
in establishing a competitive pattern and to enable the Commission 
to negotiate with bidders who will make synthetie rubber available 
to large and small consumers alike. It also applies to the purchasers 
of feedstock facilities. 

That was, I might say, put in at the suggestion of Congressman 
Cellar, who appeared before the committee and suggested those 
words. 

Mr. Vinson. Now, what do you have to say in regard to (4), fair 
value? 
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Mr. Buanprorp. Paragraph 4 reiterates the determination of the 
committee that a fair value will be received for the facility. 

Mr. Vinson. Do you think it would be of some aid to the Commis- 
sion in arriving at what constitutes fair value to give a little brief 
history in the report, to the effect that today these plants are netting 
the Government $20 million? 

Mr. Bianprorp. | planned, Mr. Vinson, to put in the report, as 
part of the report, the statistical summaries of the RFC on the cost 
of the plants. 

Mr. Vinson. Well, now, in section 4 explanation, in arriving at 
a fair value. 

Mr. Buanprorp. Obviously they would refer to that. 

Mr. Vinson. Well, anyway, I think it should be put in the report 
to give the Congress and the Commission a true picture. 

Now, here is facilities that are earning $20 million net to the Govern- 
ment, the only thing that I know that is bringing any money in that 
the Government has anything to do with. 

And we are going to sell it. And it at least ought to be a factor 
in arriving at the fair value. 

Mr. Buanprorpb. They are going to earn more than that this year. 

Mr. Vinson. All right. 

Mr. ARENDs. Would you say, under the definition in section 17 (a), 
“that the purchaser has the technical competence necessary to operate 
a rubber facility,’ that a fellow like Henry Kaiser would qualify? 

The reason | bring that up is because of the contracts he has had 
with the Government. He probably will get a whole lot of these 
things, if he wants them. 

Mr. BLanpForpb. Well, I have never heard from Kaiser industries 
as to whether they have any interest in these plants, but I would say 
that anybody who can establish to the satisfaction of the Commission 
that they have the chemists and the engineers capable of operating 
one of these facilities —— 

Mr. AreENps. It doesn’t make any difference whether they could 
build boxears or couldn’t build boxears, or could build aluminum 
plants or not. 

The CHarrman. Well, the success or failure is going to depend upon 
the character of the personnel of the Commission. 

Mr. Vinson. You see, we defined in section 16 what a competent 
operator of a rubber producing facility is: 
shall not be interpreted as to require prior experience in the operation of a rubber- 
producing facility. 

If vou didn’t put that in, then you would force the industry, the 
Big Four, or the Big Six, to take this. It would permit somebody 
outside to go into the business. 

Mr. BLANprorp. Yes; this is to help the smaller company that 
wants to purchase the plant. 

Mr. Vinson. Of course it is. Go ahead. 

The CHarrman. All right. 

Mr. BLaANpForD. Section 18 


The CHarrMan. Any questions? 
Mr. Bares. Mr. Chairman. 
The CHarrman. Mr. Bates. 


1289 


Mr. Barss. In section 6, you say that— 


The purchasers of the facilities will be capable of annually producing not less 
than 500,000 long tons— 
and so forth. You mean that all of them combined? 

Mr. BLanprForp. Yes; it is a combined figure. 

Mr. Bares. Don’t you think we ought to insert that word “com- 
bined’’? 

Mr. BuanpFrorp. We discussed that in the subcommittee and con- 
cluded that the language was adequate as it was written, plus the 
report which will say: 
which precludes the Commission from submitting a report to the Congress unless 


contracts of sale had been made with a sufficient number of purchasers to assure 


that there will be maintained in the national capacity to produce not less than 
500,000 long tons. 


Mr. Bares. Because the way that reads, it reads as though you 
require au individual to do that. 

Mr. Buanprorp. No; I think the word “purchasers’—Mr. Cun- 
ningham brought up that question in the subcommittee and it was 
ener that the word “purchasers” in itself was sufficient to cover 
that. 

Mr. Bares. I don’t agree with that at all. I think each of them 
separately, but combined. 

Mr. Buanprorp. Well, that is what is intended in the subcom- 
mittee—I don’t think they are in the hearings, but the subcommittee 
discussed it and concluded that the language did include a combined 
group of purchasers. 

Mr. Bares. And the record here so indicates, Mr. Chairman. 

Mr. BLanpForp. Yes. 

The CuatrMan. I think it is crystal clear. 

Mr. Smart. Yes. 

The Cuarrman. Purchasers, plural, and facilities, plural, and the 
report clearly states its capacity throughout the United States. 
Section 18. 

Mr. Buianprorp. Section 18 is mechanical in nature. [Reading:] 
unless otherwise provided in this Act, the disposal of the Government-owned 


rubber-producing facilities shall be authorized notwithstanding the provisions of 
the Rubber Act of 1948 (62 Stat. to 101, 50 U.S. C. App. 1921), as amended— 


which requires the maintenance of a certain rated capacity. It has 
to be in there. 


Sec. 19. Unless otherwise provided in this Act, all costs incurred by the Com- 
mission or any other department, agency, officer, Government corporation, or 
instrumentality of the United States pursuant to the provisions of this Act shall, 
so long as synthetic rubber is produced for the account of the Government in the 
Government-owned rubber-producing facilities, be charged against the operating 
costs of the Government-owned synthetic rubber program, administered by— 


and the remaining of the language means the RFC. That is mechani- 
eal. 

The CuarrmMan. It means they pay their own costs and expenses. 

Mr. Buanprorp. The cost of the commission will come out of the 
operating costs, ves. 

The CuatrMan. Without objection, it is approved. 

Mr. BuanprorD. Section 20 [reading]: 
The Commission shall cease to exist on June 30, 1954, but nothing contained 
herein shall be construed in any way so as to abrogate, modify, or adversely affect 
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any contract of sale made for the purchase of the Government-owned rubber- 
producing facilities pursuant to this Act. 

That is again the target date and to indicate to the Congress that 
we don’t intend to set up a bureaucracy. This is a temporary com- 
mission that is going to go out of business on June 30. 

Mr. Vinson. One year. 

Mr. Buanprorp. Just about; yes, sir. 

Mr. Vinson. Then, under the philosophy of the bill, it is contem- 
plated to dispose of it and to be ratified by Congress and close the 
Commission up by June 30, 1954. 

Mr. BLanprorp. Yes, sir, that is clear, section 21 is merely a section 
containing definitions. I will read them if you want, but they merely 
define the terms used in the bill. 

Mr. Vinson. Al] of these others are definitions. 

Mr. Buanprorp. Yes, sir. 

And then only one remaining section. 

Mr. Vinson. Mr. Chairman, I move that we dispense with the 
reading of the definitions. 

Mr. BLanprorp. Section 22 

The Cuarrman. It has been moved and without objection we will 
dispense with reading section 21. Section 22. 

Mr. BLANpDForD. Section 22 [reading]: 


Section 20 of the Synthetic Rubber Act— 
strike out “synthetic’”’ because it is actually the Rubber Act of 1948— 


is further amended as follows: In lieu of the date ‘March 31, 1954” insert the date 
“June 30, 1954’’. 

We are extending the Rubber Act to June 30, 1954, so we don’t have 
to do that chore again during the negotiating period. 

Mr. Vinson. Now, Mr. Chairman. 

The Cuairnman. Mr. Vinson. 

Mr. Vinson. Yesterday, the committee agreed to an amendment, 

Mr. Buanprorp. I have it here. 

Mr. Vinson. Now, in view of the fact that this is the only amend- 
ment, I am offering the thought for the committee let’s don’t carry 
any amendment on the floor of the House. 

f the chairman wants to offer that amendment, as a committee 
amendment on the floor of the House, offer it, but report out a clean 
bill without any amendments on it. 

Mr. Buanprorp. Well, Mr. Vinson, there will have to be a couple of 
minor amendments and this won’t make any difference. 

Mr. Vinson. All right. 

Mr. Buanprorp. May I read the amendment I prepared? 

Mr. Vinson. I was hoping to get a bill out without a single amend- 
ment. 

Mr. Buanprorp. Well, we have a few little minor technical things 
that make the bill look a little silly without the amendments in it. 
May I have this language? 

The Cuarrman. Let’s have the suggested amendments. 

Mr. Buanprorp. On page 3, line 14, strike out section 6 and insert 
in lieu thereof the following: 


Sec. 6. (a) Without regard to the civil service laws or the Classification Act 
of 1949, the Commission shall be authorized to employ professional, clerical, and 
stenographic assistance and shall be further authorized to request and receive the 
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assistance of any employee of any department, agency, officer, Government cor- 
poration, or instrumentality of the United States concerned with the Government- 
owned rubber-producing facilities: Provided, That rates of pay for personnel em- 
— by the Commission shall be in accordance with the Classification Act of 

(b)— 
this is the provision that the committee asked for yesterday— 
no member of the Commission and no person employed by the Commission in con- 
nection with any matter involving the disposal of the Government-owned rubber- 
producing facilities shall during the period he is engaged in such employment or 
for a period of two years after such employment shall cease to be employed in any 
capacity by any purchaser or subsidiary thereof. Any person violating the 
provisions of this subsection shall be fined not more than $10,000 or imprisoned 
not more than one year or both. 

Now, I worked that out with the legislative counsel. We took part 
of it from the Surplus Property Act. 

Mr. Vinson. It strengthens the bill, Mr. Chairman. 

The CHarrMan. Yes. 

Mr. Vinson. Considerably, and it strengthens it on the floor of 
the House. 

The CHatrMan. Yes. 

Mr. Vinson. But if there was any hesitancy on the part of any 
member about that going in now, I am not going to insist that that 
amendment go in. 

The Cuatrman. I think it should go in. 

Mr. Vinson. I think it should be in the law somewhere. 

Mr. BuanpForp. Yes. 

Mr. Doytr. Mr. Chairman, may I ask a question? 

The Cuarrman. Mr. Doyle. 

Mr. Doyte. I spoke with our counsel out of the committee meeting, 
I think I did it yesterday, and raised the point whether or not that 
language that we discussed yesterday would cover the question of a 
person going to work for a subsidiary of a purchaser. I would think 
that that also ought to be included, if it isn’t 

Mr. Smart. It is. 

Mr. Buanprorp. It is. 

Mr. Vinson. It is. 

Mr. Buanprorp. “By any purchaser or subsidiary thereof.”’ 

Mr. Vinson. I move the amendment be adopted. 

Mr. Durnam. Just one question; it applies to the Commission? 

Mr. Buanprorp. It applies to the Commission and employees of 
the Commission. 

Now, it does not apply to any of the other Government departments 
that they might call in because you would be going so far there that 
you would be frightening everybody from giving any advice on this 
subject. 

Mr. Durnam. You have to have some technical people in this thing. 

Now, I don’t believe it should apply to the man in private employ, 
just because he takes a job here with the Government, probably at 
a sacrifice. We are going to have to ask somebody to come in here. 
If you are now going to deprive these people from going out and taking 
a job after we sell the plants and get rid of them, it is simply foolishness 
tome. I just wanted to express my view. 

Mr. Vinson. Mr. Chairman, I think it strengthens the bill. I 
think everyone who deals with this should not have some motive back 
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in bis head, and we should say in plain language if he has he will have 
to postpone it for 2 years. 

t is nothing new. It makes it a clean transaction, in a disposal 
as important as this. 

But in view of Mr. Durham’s attitude on the matter, as far as I 
am concerned, if the committee wants to offer it on the floor of the 
House, it is all right with me. 

Mr. Duruam. This is a thing that disturbs me, because this is going 
to require quite a number of specialized people before we wind up. 

Mr. Vinson. That is true, Mr. Durham, and for that reason there 
is more need that security be given to the Government. 

A man employed in negotiating for a long period of time—that is 
one of the criticisms going on in the Department of Justice today. 

Mr. Duruam. All right; we go out and say to Mr. Firestone, ‘‘We 
want somebody that knows these plants to be employed by the Com- 
mission.”’ He is a technical man. Now, with this provision in here, 
he is not going to do this job. So you are just eliminating getting 
any highly technica] people coming in here. 

Mr. Vinson. The country has been disturbed considerably by em- 
ployees of the Government on big matters representing the Depart- 
ment and within a short time thereafter going out and being employed 
by the corporation who had business pending with the Government. 

It doesn’t set well with the country. The country wants these 
transactions made. They don’t want anybody to profit by it. They 
want to have it a clean transaction. 

Mr. Duruam. That is different. These people are not employed 
by the Government. We are asking them to come in here. 

Mr. Vinson. The Government is paying them anyhow. Whether 
they are employed by the Government or not, the Government is 
paying them, appropriating money to pay them. 

Mr. Buanprorp. Mr. Durham, this would not preclude the Com- 
mission from asking the advive of somebody and not paying them 
for that advice. This only applies to somebody who is actually 
employed by the Commission. 

What this means: If they go out and hire a certified public account- 
ant or they hire an engineer to assist them.or they hire an attorney 
to help them negotiate the contracts, that that attorney can’t there- 
after go to work for one of the purchasers of the facilities. 

Mr. Duruam. That is right. 

Mr. Buanprorp. I don’t think it is quite so restrictive—— 

Mr. Duruam. It applies even if he passes on the title here. 

Mr. Buanprorp. Yes; if he passes on the title, he can’t do work 
for any of the purchasers of these facilities. 

Mr. Duruam. It would preclude anybody from going out and 
taking people from any business. 

Mr. Buanprorp. That is right. 

Mr. Vinson. I would like to get the opinion of the chairman on 
the amendment. 

The Cuatrrman. I really think it would strengthen the bill, and it 
would also give protection to the Government, to the taxpayers, and 
to everyone concerned. 

I agree with Mr. Blandford. I don’t think it is quite so restrictive 
as the gentleman from North Carolina interprets it. J appreciate the 
apprehension he has. It is a technical industry, and you are going 


1293 


to have to depend on experts. But if those operating the plants could 
seek the advice of perhaps their acquaintances—they have to depend 
upon someone who knows the subject 

Mr. BLanprorp. The reason 

The CuHairman. I don’t see why it would prevent those people 
from assisting and I can’t see how under the amendment they would 
be precluded. 

Mr. Buanprorp. The reason I am not concerned, Mr. Chairman, 
is this; that the man whose advice is really worth something is not 
going to work for the Government for $8,000, $9,000, or $10,000 
a year. 

The CuarrMAN. That is the point. He is 

Mr. Buanprorp. He is going to come down and give his advice for 
nothing. 

The CuarrmMan. That is right. 

Mr. Bianprorp. And tbe man who wants to work here, an attorney 
who is willing to come in and help negotiate these contracts——— 

The CHarrMAN. Have you read all the amendments that you have? 

Mr. BLANpForD. Yes. sir. 

The Cuairman. Shall we take them engross, or do you want to 
separate them? 

Mr. Smarr. Engross. 

Mr. Coin. Mr. Chairman. 

The CuarrmMan. Mr. Cole. 

Mr. Cour. Since I raised the question as to whether this report 
should be accepted in total or in part, I have been thinking more 
about it, and it seems to me it would be a mistake for us to tie the 
hands, tie our own hands, really, because we are going io be the ones 
that will be passing on it, presumably next year—tie our hands to 
the point that it is going to be impossible to say ‘‘we like all of your 
plan except this little bit of a thing we don’t like.” 

Now, I think we should—and if that little thing is so bad, that it 
gives a stench to the whole thing, why of course we can throw the 
whole thing out, just because of the little thing. 

But I think a latitude should be allowed to the Congress to reject 
a part if it wants to put that part, the facilities of that part, in the 
category of an unsold plant. 

Mr. Buanprorp. Well, Mr. Cole, supposing we did this? I would 
attempt to write such an amendment, which would require con- 
siderable revision of the bill 

Mr. Coun. I don’t see how. 

Mr. Buanprorp. Yes; I think it would. 

Mr. Coxe. Well, I have some language down here that I thought 
covered it. 

I didn’t redraft the whole bill. 

Mr. Buanprorp. Well, I would bow to your wisdom on the re- 
vision. 

Mr. Cour. Not at all. If it doesn’t cover it, why it doesn’t cover 
it. But if the committee doesn’t think that it should have the chance 
of rejecting tle whole thing or a part of the report, why, it is all right 
with me. My feeling is that it should preserve to itself a freedom 
of latitude of operation. 

Mr. Buanprorp. Well, the only thing I am thinking of is you have 
this 500,000-ton requirement, and 43,000-ton butyl requirement. 
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You might reject all of the plants except 1, and that rejection 
of that 1 might knock you down to 470,000. 

Mr. Core. All right; that is for us to determine when the proposi- 
tion is presented. 

Mr. Buianprorp. No; but you are already establishing 500,000 
tons as the basis for this. 

Now, the theory of this whole bill is that the total number of 
purchasers will be capable of producing 500 000 tons of rubber and 
producing it for the national security. This is a unit proposition. 

Mr. Vinson. Why, of course it is. 

Mr. Coun. That is a principle for you to argue when you come to 
determine whether you want to accept the hale report or not. Iam 
just saying let’s leave the door open for us to decide at that time, 
when we see what the report is. 

Mr. Vinson. Well, the same argument— 

Mr. Mintier. Would the gentleman yield? 

The Cuatrman. Mr. Miller. 

Mr. Mitier. Mr. Cole, as a matter of practice or practical ap- 
proach, wouldn’t there be a good deal of liaison between the Com- 
mission and the committee, this committee? 

Mr. Buanprorp. I would doubt that, Mr. Miller. 

Mr. Vinson. Not at all. 

Mr. Buanprorp. I would doubt it, because we do not as a normal 
rule maintain any type of liaison in that particular manner. 

Mr. Mitier. But this committee is going to follow very closely 
what the Commission is doing. 

Mr. Buanprorp. I summed up my own personal reaction to it 
before by saying that if one sale is bad, then I would be suspicious 
of all the rest of them. 

Mr. Core. All right; say so at that time, when you see what it is. 

Mr. Vinson. Well, Mr. Chairman, the whole theory of this kind of 
legislation is that you take it or you leave it. 

Mr. BuanpForp. Yes, sir. 

Mr. Vinson. And the same way with appropriation bills. 

Mr. Coxe. ‘The same way with appropriation bills? 

Mr. Bennerr. Reorganization. 

Mr. Vinson. I am talking about appropriation bills; yes. 

If the President doesn’t like certain items, he has to reject the whole 
thing. We are following out the same principle in the reorganization 
bill. I think there is a great deal to what Mr. Blandford says. If 
part of it is bad, then we had better be very cautious about dealing 
with that at all. 

Mr. Cote. I would subscribe to your argument at the time, after 
we have seen the report. All | am saying now is don’t require it now, 
before we have seen the report, that we take the whole thing. 

Mr. Vinson. Then, you will bog yourself down in a most technical 
consideration of the whole minute, different units without looking at 
the picture as a whole. 

As Mr. Blandford said, this is a matter that you must approach 
from the whole national security. If you are going to say that we will 
approve this thing, and we won’t approve that thing, and we will 
approve this and we won’t approve that, why then you are getting 
yourself bogged down, in carrying out the whole objective, which is a 
security in the manufacture of synthetic rubber. 
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Mr. BLanprorp. It seems to me, Mr. Chairman, that what you are 
doing here is you are saying to this Commission: ‘“‘When you come up 
with that plan, it better be a superior plan.” 

Now, if you say that you can come up here with a plan that we will 
accept part of and reject part of, perhaps then the Commission would 
not take the same degree of care in negotiating each of these separate 
contracts. 

But here they are bound to negotiate each separate contract on the 
theory that any one of them will reject the whole. And I think on that 
basis that it adds integrity to the proposed legislation. 

The CHarrMan. Well, let’s vote on the amendments. We vote on 
the amendments first. 

Those in favor of the amendments read as suggested say “aye.” 

Opposed, ‘“‘no.”’ 

The amendments are adopted. 

Mr. Bates. 

Mr. Bates. Mr. Chairman, our experience in the Cunningham sub- 
committee on real estate has indicated many times there have been 
small technicalities which would give the committee the view to turn 
down something, but we have made adjustments, we have made con- 
tingencies, we have got together later on and straightened out these 
small, minor difficulties, and it would seem to me to be a shame, after 
all the work that has been put into this report and the importance of 
this entire matter to the country, to turn this thing down on a small 
technicality. 

The CuarrMan. I don’t think it would be turned down. 

Mr. Vinson. Of course not. 

The CHarrmMan. On a small technicality. I am afraid if we don’t 
pass it as written that we won’t get anywhere. 

Mr. Bares. I am afraid you are asking 

The CuarrmMan. There will be no sales. 

Mr. Bares. For possible piecemeal consideration. 

Mr. Vinson. It strengthens the bill before the Congress and 
before the country, if you come in and either accept it or reject it. 
You don’t take it in piecemeal. 

Mr. Coxe. Well, I point out to you that on reorganization plans 
submitted by the executive department we take all or part I don’t 
a this much different in its principle from the reorganization 
bills. 

Mr. Vinson. Mr. Chairman, I move the bill be favorably reported 
as amended. 

Mr. Bennett. May I ask one question? 

I would like to ask a question about these contracts. 

You said there would be some way of getting or sending back to 
the Commission on the idea that we would approve everything but 
one thing, and they could bring in a new plan. 

Mr. Buanprorp. I would say if you reached a point where you 
thought the whole proposal was good except for one plant, that you 
would then consider giving or extending the life of the Commission 
and letting those contracts—they would have to be re-signed and 
submitted to the Congress. 

Mr. Bennett. That was the next question I was going to get to. 

What is the validity of the contracts? 

Mr. Buanprorp. The validity would be nothing, because, the 
Congress having disapproved it, those contracts would be void. 
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But then at least you have a basis for your next negotiating period. 

Mr. Vinson. Mr Chairman, I renew my motion. 

The Cuarrman. Mr. Vinson, of Georgia, moves that the bill be 
favorably reported. 

The clerk will call the roll. 

Mr. Vinson. As amended. 

The CuarrmMan. As amended. 

Mr. Brooks. What has happened to the Cole amendment? 

The CuarrmMan. He has not offered it. 

Mr. Benne''r. I like your amendment. 

The Cnairuan. The clerk will call the roll. 

(Roll call) i 

Mr. Smart. The vote is 22 ayes and no nays, Mr. Chairman. 

The Cuarrman. Now, members of the committee, I am pleased 
that this bill has been unanimously reported, and again I want to 
thank the older members of this committee who have worked so 
hard on this bill in years gone by, but particularly I want to express 
again the deep and sincere appreciation I feel for the present sub- 
committee. 

The chairman was Mr. Schafer, but each and every one of these 
gentlemen who have worked so closely and cooperatively with him 
on a very difficult question, and certainly we appreciate the valuable 
assistance rendered by the counsel, Mr. Blandford, who has lived 
with this legislation day and night for the past 6 or 7 years. 

I think that the committee has done a remarkable job. It is diffi- 
cult for me to see how you could improve, really, on this legislation. 

And I not only congratulate the chairman and members of his sub- 
committee, along with the counsel, Mr. Blandford, | express our 
deepest appreciation to members of the full committee for the very 
valuable work they have done 

Mr. Vinson. Mr. Chairman, before we finish this, for the record, 
I want to personally thank Mr. Durham and Mr. Doyle and mem- 
bers of the subcommittee who have been constantly here. Of course, 
I think the committee owes a vote of thanks to Mr. Blandford for 
the splendid service he has rendered in this matter. He has lived 
with it, as you say, to my certain knowledge, for 6 years, 4 of it when 
I was chairman, and knows more about it than anyone in the country. 

The Cuarrman. That is right. 

Mr. Vinson. Now, Mr. Chairman, when the bill is considered in 
the House, I am going to ask that Mr. Durham handle the bill for 
this side, as he is ranking member of Mr. Shafer’s committee, and 
that Mr. Durham and Mr. Doyle be appointed the conferees in the 
matter for my side. 

The CuarrmMan. That is very fine. And I am going to have Mr. 
Shafer, chairman of the committee, author of the bill, to handle the 
time on the majority side. I think we can enact the legislation 
without any serious opposition. 

Mr. Vinson. One more question, Mr. Chairman: 

I suggest the chairman have Mr. Blandford and Mr. Shafer— 
Mr. Shafer may not be able to return now—to appear before the 
Rules Committee, and I hope Mr. Durham and Mr. Doyle will 
also appear. 

The CuarrMan. We will appear—the counsel will report—wait 
just a minute, gentlemen. Just a minute. Let’s be orderly. 
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I am going to ask Mr. Shafer to report the bill. Mr. Blandford 
will have that report soon. 

Mr. Buanprorp. It will be ready this afternoon, Mr. Chairman. 

The Cuarrman. Well, we will go before the Rules Committee and 
get a rule for the earliest consideration, because we are getting our 
end pretty well cleared. We don’t have much more legislation in 
this committee. And if other committees of the House will make 
the same progress and speed, I think we will get out of here at the 
end of July. 

That is our target date. We can make it if we will all work 
together. 

The committee will stand adjourned, subject to the call of the Chair. 

(Whereupon, at 11:15 a. m., the committee adjourned, sine die.) 


